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Investment Service 
for Banks 


gk Bond Department of the Illinois Merchants 


Trust Company is organized to give trained 
counsel and complete service in all matters per- 
taining to bonds. Banks and Investment Houses 
located anywhere in the country may, without 
obligation, look to us for suggestions as to the 
most desirable current investments, for the dis- 
posal of bonds they now own, for information 
relative to issues in which they are interested, or 
for any other service which our long experience 
and complete facilities enable us to render. 


Capital and Surplus - Forty-Five Million Dollars 


ILLINOIS MERCHANTS 
TRUST COMPANY 


cA consolidation of the Illinois Trust & Savings Bank, 
The Merchants Loan & Trust Company and 
The Corn Exchange National Bank 


nil 


LA SALLE, JACKSON, CLARK AND QUINCY STREETS - CHICAGO 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 
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The Measure of | 
Your Message | 





HE measure of your message is the number of | 
actual readers reached by the publications carry- | 
ing your advertising. | 





You may buy “10,000 circulation,” but is it delivered, 
or is it merely a “claim” of the publisher? 


The A. B. C. offers a service that will enable the 
advertiser and advertising agent to measure every 
message placed in the leading publications of the | 
United States and Canada. 1 | 


Every day in all parts of the Continent A. B. C. tt 
auditors are checking the records of publishers, and 
their findings are tabulated in the form of A. B. C. if 
reports. 








| These reports, by the authentic, reliable, verified data 
they contain, enable the advertiser to measure ex- 
actly how widely his message has been distributed. 











Ask for the latest A. B. C. Report 
| on THE BANKERS MONTHLY. ] 
| It is a member of the A. B. C. | 
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Protecting Financial Paper 
What American Express is doing 


_ to detect and eliminate 
Criminal Menaces to Banks 


SAFETY is the most important factor in the negotiable paper of any finan- 
cial institution. It must exist. It is the one element which makes “pri- 
vate paper” comparable in value to our Government’s issues of actual 
money. Without it the financial paper of any institution is “scrap.” 








Criminal records of the past year show an increasing number of more 
daring assaults on the sanctity of negotiable paper. 





With the need for greater caution, and especially with the demand for 
keener apprehension and more decisive prosecution of criminals, the 
American Express Company is tightening its deadlines. 


The 176 arrests effected through this Company’s efforts last year includ- 
ed bank robbers, holdup men, and forgers. Of this number a large ma- 
jority were confirmed criminals with records. Many of them had preyed 
on banks and financial institutions for years. 496 robberies, thefts and 
forgeries were involved. 





The persistent vigilance and quick action of this Company’s large and 
trained corps of detectives and secret service men is particularly appre- 
ciated by banks. The efficiency of its legal forces in effecting just pun- 
ishments gives added value to its detection of crime. 


Primarily a service in the interest of its own financial paper—especially 
its American Express Travelers Cheques—the good effect of this indi- 
vidual work is universal. Its special value is to banks and other financial 
institutions in this country and abroad, with which the American Ex- 
press Company is allied in a common interest. 


More than 17,000 banks sell American Express Travelers Cheques. 


More than half a million people carried these checks last year into every 
nook and corner of the civilized world—and always with the confident 
knowledge that their traveling funds were always safe and would al- 
ways serve them wherever they were. 


American Express Co. 
6§ Broadway, New York 


OFFICES IN ALL THE PRINCIPAL CITIES 
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For the Future of the 
Bond Business 


S RECENTLY noted editorially in the financial pages of 

A The Chicago Daily News, the opinion has been expressed 

by many successful dealers that the bond business in the 

next twenty years will become more profitable than it is at 

present, although the bonds will probably be sold on an even 
smaller margin of profit than at present. 


It has been customary in this country for the bond sales- 
man to seek out the investor, while in England and France it 
is more usual for the customer to visit the bondhouse when he 
is ready to purchase securities. The trend in the United States 
at the present time seems to be toward the latter system— 
because the rank and file of wage and salary earners not only 
need bonds but have come to know that they need them. 


To-day there has grown up a vast army of bond buyers of 
moderate means. Their purchases are huge in the aggregate, 
and growing. They buy, too, with increasing shrewdness, 
following the financial news, studying the advertisements of 
different bond issues, and pondering their decisions at home 
before buying. The dealer’s first point of contact with them 
is in their evening paper—and it is there he is able to get their 
attention regularly, gain their confidence and direct to his 
offices, over a period of time, an increasing volume of business. 


In Chicago the means of reaching financially-minded 
people as a class—experienced investors, large, small and 
moderate-sized investors—and the new investors that have 
much to do with the future of the bond business—is 


THE CHICAGO DAILY NEWS 


FIRST IN CHICAGO 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 
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MOSLER 


BANK AND SAFE DEPOSIT 


VAULTS 


We are the sole manufacturers 
licensed to use DONSTEEL 


in Bank Vault Construction. 


DONSTEEL 


is the ONLY metal that 


1. Cannot be penetrated by 


OXY-ACETYLENE TORCHES 


yd Cannot be penetrated by 


DRILLS 


p Cannot be shattered by 


EXPLOSIVES 


in a Burglarious Manner 


Sold Exclusively by 


THE MOSLER SAFE CO. 


Dept. B HAMILTON, OHIO 


Branches in All Principal Cities 


Bee: 
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Seventy Five 
Years Young 


N August 15th the ‘Old 
Marine’ celebrates its 
seventy-fifth birthday, and on 
that occasion wishes to thank 
each of you for its good for- 
tune, and wishes to each of 
you many like happy birth- 
days. 


The MARINE 
TRUST COMPANY 


OF BUFFALO 





Resources over One Hundred Sixty Millions of Dollars 
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No. 8: 


A RAPID-FIRE CAMPAIGN THAT 
RENTED 500 VAULT BOXES 


Combining advertising, personal solicitation, and 
merchandising, the Depositors State Bank, Chicago 
put over a whirlwind drive in gilt-edged fashion 


OR a number of years cireum- 

stances have arisen which gave the 
Depositors State Bank a large surplus 
of unrented safe deposit boxes. New 
contracts were written which about off- 
set the number of close-outs and the 
directors of the bank began to ask that 
the officers do something to remedy this 
eondition. Upon looking over the situa- 
tion we found that not more than one 
out of ten of our depositors rented de- 
posit boxes in our vaults and so we con- 
cluded that the most logical prospects 
were the customers that did their daily 
banking with us. We had previously 
tried various forms of advertising with- 
out results. How to influence these 
customers to use this department of the 
bank was our problem. 


We found that we had three methods 
of procedure. To advertise, to sell by 
personal solicitation and to merehan- 
dise. Our methods of advertising were 
to be direct-by-mail, newspapers, bill- 
boards, transaction stuffers and window 
displays. Our most logical selling foree 
was our own bank employes for they 
knew the bank depositors. To mer- 
chandise our boxes we decided to make 
our bank look as though we were in- 
terested in renting boxes by showing 
how boxes were made; by showing vari- 
ous sizes and prices of boxes and by 
pointing the way to the vaults and mak- 
Ing it elear that we wanted everyone 
that entered the bank to at least visit 
our vaults and inspect our equipment. 

Having decided that the methods at 
and were advertising, personal selling 
and merehandising the most logical 
thing to do was to combine all of these 
methods.. The procedure decided upon 


By R. D. MATHIAS 


Vice President, Depositors State Bank, Chicago 


was a six week period of intensive sell- 
ing effort backed by co-operative ad- 
vertising and merchandising. The first 
step then was to prepare the advertis- 
ing and merchandising methods and to 
assemble the selling force in order to 
explain the details. 





R. D. MATHIAS 


In our bank we have a list of 5000 
bond and mortgage prospects made up 
of selected savings depositors, large 
commercial customers, insurance cus- 
tomers, investment buyers, local busi- 
ness men, local executives and names 
submitted from time to time by our 
officers. Since this list was chosen be- 
cause it represented people of more 
than the average means it is reasonable 
to believe that these are the most logi- 
eal prospects to approach for boxes. 


9 


It was necessary to cull out all those 
who either lived too far away or for 
some reason or ather we had reason to 
believe would not be interested in rent- 
ing a box from us. It was also necessary 
to subtract those who already had boxes. 
After this was done we had a list of 
2500 whom we believed the best pos- 
sible prospects. We decided .to send 
them a series of four illustrated folders 
carrying very short copy. A letter was 
sent with the first folder calling speci- 
fie attention to our own vault equipment. 

Sinee our prospects were the people 
who already did business with us we 
decided that we must use some method 
to remind them every’ time that they 
came in the bank of the importance of 
keeping their valuables in a safe deposit 
box. The transaction stuffer was the 
answer. On a colored 3x6 card we 
printed a vault message and inserted 
one into every pass book, every state- 
ment and every piece of mail that left 
the bank. We are certain that some 
customers received this notice so often 
that the very sight of this colored ecard 
reminded them of our safe deposit, 
vaults. All of the bill boards that the 
bank uses were repainted with copy 
showing a large arrow into which was 
inserted the slogan of the campaign, 
“FOLLOW THE ARROWS TO 
SAFETY—RENT A BOX.” A large 
bill board on the building held an illu- 
minated arrow pointing to the door of 
the bank and urging the customer to 
rent a box. Newspaper copy was 
planned and inserted in one of the 
local foreign newspapers each day of 
the campaign. i 

Our merchandising consisted of paper 












































arrows at the top of each of the out- 
side windows pointing to the door, the 
copy consisting of the slogan,“FOLLOW 
THE ARROWS TO SAFETY—RENT 
A BOX.” On each door leading into 
the banking lobby was a large “bulls- 
eye” upon which was lettered the cam- 
paign slogan. Inside of the bank was 
a profusion of arrows each one con- 
taining the same slogan and pointing to 
the vaults. Over the entrance to the 
subway vaults hung a large wood and 
canvas arrow 22 inches wide 
and 12 feet long. On both 
sides was lettered the slogan. 
Over head, as one went down 
into the vaults, was another 
sign reading, “THIS STAIR- 
WAY LEADS TO SAFETY.” 
And in the vaults a still 
larger sign reading, 
“HERE IS SAFETY 
FOR YOU.” Inside of the 
vaults were one each of the 
various sizes of boxes with 
the door open so that the eus- 
tomer could take the box out 
and inspect it. On the handle 


























mail. 





The cards shown above were used as “‘transaction stuffers’’ in the safe deposit campaign. 
The letter signed ‘“The Boys in the Cages,’’ was one of the 





These folders were sent to a selected list of 2500 of the Depositors State Bank’s customers who 
were not making use of the safe deposit department. 
and this called attention to the bank’s vault equipment. 


A letter was included with the first folder 


of the box was a large price tag 
giving the price per year. Upstairs 
in the lobby was a large exhibit 


loaned to us by the vault manufac- 
turers and in front of this was a 
table containing every size box with 
the price clearly marked. Over the 
cages was an illuminated sign board 
with copy, “RENT A BOX FROM 
YOUR FAVORITE EMPLOYE.” In 
front of each teller and under the glass 
of each officer’s desk was the question 
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printed on a card, “HAVE 
RENTED A BOX TODAY?” As the 
eustomer left the bank he was ¢op-. 
fronfed with a suspended sign, “ARE 
YOUR VALUABLES SAFE? RENT 
A BOX.” On the doors leaving the 
bank was the same question. 

One of the most important features 
of concentrated selling effort is the 
maintenance of enthusiasm among the 
salesmen that are to take part in a 
campaign. Therefore it was planned 
to publish a weekly paper for the em- 
ployes giving personal paragraphs de. 
signed to sustain interest and to give 
the results of the work that was being 
carried on. This paper was planned so 
that it carried a different caricature in 
each issue which was linked up with 
one of the employes or some more or 
less important event. 

One week before the date set for the 
beginning of the campaign an issue was 
published which invited the employes 
to attend a dinner where the details of 
the proposed campaign would be ex. 
plained and various means of accom- 
plishing our end would be discussed. A 
committee of the employes was appointed 
to make all necessary arrangements for 
dinner and to prepare unusual features 
which would arouse interest. At the 
dinner, place-cards were used for each 
employe in the shape of a menu whieh 
incorporated the names of the employes 
in each course. The purpose of this 
was to get the entire gathering in a 
good mood to accept the more serious 
business of the evening. The officers 
table was decorated with an ingenious 
center piece which represented the safe 
deposit vaults. After dinner each en- 
ploye received an envelope which con- 
tained a sample of every 
piece of advertising that 
was to be used in the 
entire campaign and 4 
bulletin which contained 
the rules of the cam- 
paign with a schedule of 
all awards that were to 
be made. The use of the 
advertising, the merehat- 
dising and the best meth- 
ods of taking advantage 
of the created interest 
was explained. A com 
(Continued on page 4) 
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One of these was inserted in each piece of outgoing 
nal mailing pieces of the campaign. 
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MEASURING THE SUCCESS OF 


EMPLOYE OWNERSHIP... - ~ 


How employes, stockholders and depositors 
have re-acted during first six months to 
the Bank of Italy’s new plan of control 


IX months of operation have pro- 

nounced the employe management 
plan adopted by the Bank of Italy of 
San Francisco, at the beginning of the 
current year, a success. 

In this period, the institution has ex- 
perienced a $10,000,000 increase in de- 
posits, $1,000,000 added to surplus, 
more than $1,000,000 placed in profits 
account, 15,000 new accounts, $531,- 
459 in stock distributed to the em- 
ployes, an advance in market price of 
the stock of $63.00, and an increase in 
the dividend rate to 15 per cent. 

In addition to this, every employe 
in the organization—from the president 
on down—is sharing in the benefits of 
this plan, and each one is directly con- 
tributing to its maintenance. 

To begin with, success in such a ven- 
ture must consider three factors of 
satisfaction—the employes, the present 
stockholders who retain an interest in 
the business—even though it is not con- 
trolling, and the depositors. 

The point of view of these three 
groups is somewhat different, and a 
success that comes up to the expecta- 
tions of all three must have some angles 
to it that are worth observing. 

First, the employes are concerned 
primarily with their rate of progress 
towards ultimate control. Immediate 
profit to them is seeondary—except as 
it contributes to the other. Second, the 
old stockholders watch the dividends 
and the market value of the stock. 
Those are the standards by which they 
will measure success or failure. Nor- 
mally they might be satisfied with a 
gain in either direction, but when a new 
poliey such as employe ownership is in 
the saddle, they become a little more 
particular. Third, the customers want 
to know that they are getting a better 
quality of service, to justify their con- 
tinued patronage under the new regime, 
and that their funds entrusted to the 
institution have an” even greater insur- 
ance of safety. The old management 
had proved its ability and could be ac- 
cepted at its face value. The new must 
Yet win its spurs, and in consequence 
should be called on for added guaran- 
tees. The only thing that will do this 
adequately is increased surplus, for 
nothing else so clearly expresses sincer- 
ity of purpose. The best breeder of 
confidence is an increasing surplus fund. 

So in gauging the success of the Bank 
of Italy’s experience in the field of 
employe stock ownership, the interest 


By F. R. KERMAN 


of all three groups is examined, and the 
final judgment based on the several con- 
siderations that have been described. 

However, before applying this meta- 
phorieal yard stick, let us review briefly 
the salient points in the plan itself. 

In the fall of 1924 the bank pub- 
lished the provisions of a program, cal- 
culated to let those who were engaged 
in the management and operation of 
the institution seeure a controlling in- 
terest in its eapital stock. A. P. Gian- 
nini, who was at that time president, 
and who has since become chairman of 
the executive committee, announced that 
it was his intention to see that the em- 
ployes—whose loyalty and energy had 
been responsible for the growth of the 
bank—should benefit in a material way. 
In brief he proposed to the board of 
directors that at each semi-annual 
period 40 per cent of the net profits 
should be set aside for stock purchase. 
To this should be added an amount con- 
tributed by the employes out of their 
salary and this total further augmented, 
he planned, by including with it the 
extra compensation—or as it is popu- 
larly called “bonus’—that the bank 
gives to the members of its staff. The 
sum accumulated from these three 
sources would then constitute the fund. 

Certain important provisions were 
further outlined. First: The plan 
must include every employe. Anyone 
in the service of the institution—irre- 
spective of rank or title—must be “in.” 


HEN A. P. Giannini an- 

nounced, in the latter 
part of 1924, that the Bank of 
Italy in California would be 
owned and managed by the 
employes, some bankers 
termed the plan “radical” and 
“impractical.” The announce- 
ment, however, created a 
profound impression in finan- 
cial circles and its develop- 
ment has been eagerly 
watched. 

Now it is interesting to note 
the results of the first six 
months’ operation. The ac- 
companying article describes 
what has been accomplished 
during this period, treating 
the subject from the view- 
points of directors, employes 
and stockholders, 





Seeond: None should be permitted to 
contribute from salary, more than ten per 
cent, except that an additional one per 
cent for each year of service, up to 20 
years would be allowed. This, it was 
felt would reward longevity, encourage 
permanence of employment by placing 
a premium on service, but without let- 
ting any individual participate to any 
extent out of proportion to the others. 

In supporting his plan before the 
board of directors, Mr. Giannini said 
it was his belief that those directly re- 
sponsible for the bank’s success were 
entitled not only to a share in its profits, 
but also in its management. He 
pointed out as well, the inequality.that 
he believed existed in the position of 
the “white collar” worker and the ar- 
tisan; with all the advantage on the side 
of the one who had selected manual 
employment. 

That his arguments bore weight with 
the board, is evidenced by the fact that 
the plan as proposed was adopted, and 
at the beginning of the current year, 
went into effect attended by a great 
deal of comment in financial circles, and 
watched with interest by the employes, 
stockholders, customers and the banking 
fraternity at large. 

How then has the 
worked out? 

Probably the best way to determine 
is to examine the results as they affect 
each of the three groups most con- 
cerned. 

Viewed from the employes situation 
this is what has happened. 

For an average contribution of ap- 
proximately $75.00 out of salary, each 
individual has received a share of stock, 
having a present market value of $310. 
The total amount of stock distributed 
for the six months’ period, represents 
an investment of over half a million 
dollars. Every employe on the pay 
roll has participated in the plan and in 
all but a few instances this participa- 
tion has been for the maximum of ten 
per cent plus one per cent for each year 
of service. Those who have not taken 
full advantage of the plan are pre- 
vented by virtue of previous obliga- 
tions, as, for example: The purchase 
of a home or the discharge of similar 
debts. It is interesting to find that in 
those eases, the desire has been ex- 
pressed to come up to the maximum 
contribution at the earliest date pos- 
sible. 


arrangement 


(Continued on page 72) 


















































HOW TO SECURE CREDIT DATA 





FROM YOUR OFFICERS 


Simple orange colored analysis sheet 
shows in a nutshell the experience of all 
loaning executives on any particular risk 


By A. H. BITTENBRING 


Credit Department, Hibernia Bank and Trust Co., New Orleans 


B ANK credit managers generally re- 
cognize that much valuable credit 
data ean usually be obtained from within 
the bank itself, but it has always been 
a problem to get it from the various 
officers and incorporate it in the credit 
files. Several methods have been tried 
to secure this information, with dif- 
ferent degrees of success, depending 
upon the attitude of the loaning officers. 

Realizing the value of information to 
be obtained in this manner, the Hibernia 
Bank and Trust Co., of New Orleans 
adopted a plan which has worked sue- 
cessfully. 

The plan is to develop all the possible 
information in much the same manner as 
has been followed previously, and to 
write up this information in its regular 


place in the credit file. Statements, 
where possible, are analyzed in the 
routine way on the comparative sheet, 
and the various ratios worked out. Then 
an analysis sheet is prepared, which 
comments briefly on the outstanding 
facts as shown by the statement, and a 
brief synopsis of the information obtained 
from all sources, other banks, trade 
checkings, ete. This sheet also contains 
recommendations or criticisms, or per- 
haps asks specific questions as to the 
policy to be pursued by the credit de- 
partment in a particular risk. The sheet 
used for this purpose should prefer- 
ably be of a particularly attractive color, 
making a form that is easily recognized 
as the analysis sheet of the credit depart- 
ment, and placed as the first sheet in 


CHEDIT ANALYSIS 


THE CITY DEPARTMENT STORE 


Br, Sallivan, Viee President. 


FEW URLEABS, LA. 


livssre, Seith 
Brow 
Jones 
Black 
Olsen 
Green 


$400,000 (Rndorsed a.a.Perkins, pres. ) 


000 
6 mos. $40,000, last month 50,000 


Pirst National (Line »9300,000 same endorsement} 
Security State (Line ¢250,000, Single) 


Statement of December 3] st,1924 shows an improvement in nearly al] of the isport- 
apt ratios, Corrent position has improved from 1.50 to 1.9 dumng the siz gonths 
period. Worth to debt has likewise improved, at present being 2.10 as against 
2.00. Sales to merchandise and sales to receivables show that the company is pur- 
suing ap aggressive policy, and asles to worth indicates that they have not sac- 
rificed profits for volume, tre latter three proportions showim appreciable in- 
creases a3 compared with those of Jane 30,1924. The cash position is also good, 
veing slightly more thap 204 of total bank imiebdtedness. 


Inqviries of the other carks of account indicate the name cantinues to be favor 
ably regarded, but it sight be mentioned that while the First National and oor- 
selves receive the endorSesent of yur. perkins, the Security State is content to 


rely upon the company’s plain note. 
dorsement adds same strength to the risk, 
the interested barks have ever seen a statement of ur. Perkins" 


It is very gemrally regarced that this en- 
but it mast be confessec that none of 
persma) affairs, 


Trade checkings show that the-company is freely sold its reyuirements and it ap- 


pears to be taking advactage of discounts is gost cases. 


1m no case is the ac- 


cognt reported as other than fally satisfactory, 
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The analysis sheet used by a New Orleans bank for each account. 
tions before the form is returned to the credit department. 


The only criticis® to offer is that torrowings have been coatinuows for gore than 
@ year and a half, caused no doubt vecause of the large investment in plant. 
However, on the face of the informtion received and the successive statements, 
risk appears to be thoroaghly sound. Balances, als2, have not been commensurate, 
and it is therefore recommended that we not only request better Dalances, but also 
request that the company liquidate in part, at least. 

(Signed) Manager Credit peparteent. 


Thoroughly agree, and suggest matter be referred to committee after yr. sollivan 
(officer bamling sccomt) bas reviewed. (Signed) Qeith, Pres. 


COMIITTEE’S reaction similar. Have spoke to perzins, "no appreciates our posi- 

tion amd promises to do as we wish. Pointed out to hia how plant investment was 

reducing working canital, and | believe he was greatly ispressea (signed) golli- 
van, V.-P. 


Charter records show incorporat tun of City Departma: ctores Realty Co, lngairies 
iratcate this comoration wil] be holding company only. for real estate of sub- 
ject company. Liquidation very slow, compary now owirg 290.000. 

(Sigmec) Credit Department. 


Gpoke with perkins tocay. New mag | Neto 5 ry fic arex, comany, and property wil) 
be sold t it at reasamabdle figure wi} be use tp, 2) seldate most of 
present current debt, Thanks us for Bret’ bring ng this to hi s attention, Be 


Feports business to be good. (3iged) sullivan, v.-P. 





other data in the credit folder. 


The officers make their nota- 
It is distinguished by color from 


the credit file. 

The file is addressed to the loaning 
officers, president first and the others in 
ranking order, these names being written 
in the upper right-hand corner of the 
analysis sheet. As the file circulates 
among these various loaning officers, they 
initial it as it leaves them, opposite their 
respective names. Where any officer hus 


any comment to make regarding the 
credit department’s recommendations, 


either approving or disapproving, he 
writes his remarks below the analysis, 
generally in pencil. After the file has 
gone the rounds of the officers addressed, 
and notations made, it comes back to 
the credit department for attention, 
Such notations as require attention are 
noted, these matters attended to, and 
when completed the file goes back to 
its proper place in the filing cabinet, 
until such time as it again comes up for 
consideration. 

It is really surprising to note the 
interest that has been shown by the 
various officers in making their recon- 
mendations, and seldom a file comes 
without one or more remarks. This 
system has worked out excellently where 
a particular officer has handled a par- 
ticular account for some time. He gen- 
erally makes his notations on the files as 
it passes him, and then in case of the 
name coming up for attention during 
that officer’s absence from the city, the 
eredit file generally contains his expres 
sion of approval or disapproval with the 
credit department’s analysis. 

It is pertinent to note that the 
analysis sheet is not intended in any 
way to take the place of the commonly 
known “information sheet.” The it 
formation sheet contains all the essen 
tial information but in its customary 
form. This orange colored analysis 
sheet contains only the remarks about 4 
certain risk which are sufficiently im 
portant to be brought to the attention 
of the loaning officers, and with ou 
plan working as it does, these officers 
have become accustomed to getting right 
at the “meat of the cocoanut” without 
having to read through a lot of informs 
tion written up verbatim as received. 

This form of analysis sheet is used 
every occasion where the account is 4 
borrowing one and a financial state 
ment is submitted. Of course it require 
a certain amount of time and effort, bu! 
we believe that the results obtained have 
justified the effort. 

This plan has been in existence n0¥ 
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for more than one year, and has shown 


no signs of slipping a cog. In facet, it 
seems to have given birth to a policy of 
giving the credit department all the in- 
formation possible. Following this plan 
a similar one has been put into effect 
regarding new accounts. When the officer 
in charge of new accounts interviews the 
eustomer, he gets such information as 
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is essential, for instance business con- 
nections, names of those authorized to 
sign, and if an individual, the names of 
any one in the bank known to him or 
her. These cards are all brought up 
for diseussion in the officers daily con- 
ference, and all the available informa- 
tion on each account read out. If any 
officer present had any further gomment 
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to make regarding the name, he imme- 
diately says it, and these remarks are 
written on the reverse of the card, in a 
special place prepared for them, and 
the cards sent to the credit department 
for perusal. Such information con- 
tained thereon that we believe to be of 
value is immediately copied into a eredit 
file. 


RATIOS THAT AID IN SIZING UP 
THE BORROWER'S STATEMENT 


It behooves the banker to measure the quality 
‘of the accounting represented in the statement, 
whether a balance sheet or a certified audit 


By HAROLD W. SCOTT 


Bank of North America and Trust Company, Philadelphia, Pa. 


N analyzing the financial statement 

of a borrower it is important, after 
the balance sheet has been divided into 
its component parts, to apply a definite 
valuation to the items composing the 
assets and liabilities. The loss ratio of 
the bank depends to a considerable de- 
gree upon the aceuracy of this valua- 
tion process. 

There are five factors which must be 
considered over and above the relation- 
ship to one another of the items in a 
statement under analysis. 

1. Integrity of the borrower. 
Through contacts with his customer and 
study of the facts which the credit de- 
partment has collected regarding his 
history the banker acquires that confi- 
dence in the customer’s integrity which 
is the foundation stone of credit. He 
must have confidence in the borrower’s 
desire to portray truthfully his finan- 
cial condition. 

2. Accuracy of the accounting meth- 
ods. There is occasionally a wish bone 
where a backbone should be and the 
loan officer must determine whether the 
customer has the equipment to set up 
his affairs correctly. This second point 
is easily covered by the borrower hav- 
ing reputable accountants audit his 
books. 

Accountancy, through the efforts of 
the American Institute of Accountants, 
the Robert Morris Associates and simi- 
lar agencies, is being standardized but 
perfection is still a long way off, and 
it behooves the banker to measure the 
quality of the accounting represented 
in the statement, whether it is a balance 

or a certified copy of an audit. 

3. Trevid of the business. This con- 
sideration may be likened to Capacity, 
the second of the three C’s of eredit. 
It Tepresents a picture of the borrower’s 
ability to keep his house in order and at 
the same time make reasonable progress. 
; Due to unusual cireumstances, which 
judicious questioning may reveal, the 


statement under analysis may show an 
unbalanced position. It may be a dis- 
tinctly downward trend in the face of a 
constantly improving position in prior 
vears. If there are extenuating cireum- 
stances which will not permanently af- 
fect the business, the credit can be con- 
tinued in spite of the adverse showing 
of the current statement. If, however, 
the trend over an unusual period shows 
a weakening position, the situation may 
be more dangerous than an analysis of 
the present balance sheet alone would 
show. 

A large proportion of “bad” loans are 
good loans gone stale, a bit shopworn. 
There exists the false philosophy that 
an honest man, onee a good risk and 
still an honest man, is still a good risk. 
Serenity having basis in such philosophy 
is frequently rudely disturbed and is 
costly to the bank. The most insidious 
disease is that which slowly, sometimes 
almost imperceptibly, destroys human 
life and the most elusive thing to cap- 
ture in analysis is the gradual disin- 
tegration of a well established and 
highly regarded business. There are 
many losses taken because this trend is 
not accurately determined or when it is 
known to be unfavorable a tendeney is 
present to “just go along one more 
year.” 

There are two classes of reasons for 
a downward trend. In the first group— 
inherent lack of ability; a decline in 
ability due to poor health or other 
causes, familiarly known as dry rot; 
and executive inability to keep pace 
with increased volume of business. 

In the second class are economic 
reasons. One is poor choice of location. 
Another is the enlargement of produc- 
tive capacity beyond consumptive re- 
quirements. The leather industry is an 
example, with plant capacity much 
greater than foreign and domestic re- 
quirements. 

Proper analysis of a series of state- 


indicates the trend of a com- 
pany’s affairs, provides a background 
for the current analysis and if unfavor- 
able, should initiate protective action. 

4. Condition of the industry on 
statement dates. Judgment of the con- 
dition of a company from its balance 
sheet must be tempered by a knowledge 
of the general situation in its industry. 
Let us assume that there is top-heavy 
merchandise in a statement under an- 
alysis, and investigation shows that the 
bulk is raw cotton bought on favorable 
terms in anticipation of an advance in 
price. If examination of the cotton 
situation reveals a marked searcity and 
prevailing prices higher than the cost 
of the merchandise shown in the state- 
ment, the huge inventory is no particu- 
lar cause for alarm, other than its indi- 
cation of the speculative tendencies of 
the management. If one the other hand 
the textile industry is experiencing a 
period of dullness and cotton mills are 
operating on a part time basis, the 
ability of the company to market its 
inventory at a profit would be extremely 
doubtful. 

If the industry is engaged in a price- 
cutting war, suffering from strikes or 
lockouts, adversely affected by foreign 
competition or depressed by any one 
of a number of difficulties, it would be 
a rash eredit grantor who did not weigh 
that facet in reading the statement of 
his borrower. 

5. Requirements of the Type of 
Business. A successful merchant or 
manufacturer must of necessity know 
every detail of his business but is not 
required to know about every other 
business. The banker, on the other 
hand, must be a jack-of-all-trades and 
though he may be master of none he 
must know enough about the types of 
business represented among his borrow- 
ers to pass intelligently upon their fi- 
nancial requirements. 

The large banks recognize the im- 


ments 
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portance of this factor and are allocat- 
ing loans to their staff according to 
industry groupings. Comparatively 
few years ago it became necessary to 
have a credit specialist on the bank staff 
because of increased use of credit; now 
we have the advent of the specialist 
within the credit organization. The 
banker who is equipped with a good 
working knowledge of the methods of 
manufacture, terms of purchase and 
sale and customs of the trade is the one 
best fitted to analyze accurately. 
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With this general analysis let us pass 
to the specific. Going more into detail 
the analysis is confined to eight ratios, 
four static or quantitative and four 
dynamic or qualitative. 

Let us consider the quantity ratios 
first because they can be used on all 
balance sheets whether or not accom- 
panied by operating sheet. The Cur- 
rent Ratio is the oldest and best known 
of this group. Incidentally the use of 
this ratio alone has been the incentive 
toward “window” dressing on the part 


of the borrower. This is not a bad 
feature in itself as it forces the eys. 
tomer to get his debt under control at 
least once a year. The harm comes 
from placing too much faith in the eur. 
rent ratio. Other things being equal 
an increase in this ratio indicates an 
improvement and vice versa. 

The second ratio is Receivables to 
Merchandise. Receivables appear at 
book value, which is cost plus profit on 
sales. Merchandise is carried at cost, 

(Continued on page 335) 


KEEPING DETAILED TRUST DATA 
AT YOUR FINGER-TIPS 


System in this trust department is based on a 
ledger page for each account, with sub- 
sidiary records and complete tickler files 


By A. B. HUSSANDER 


Assistant Secretary, Illinois Merchants Trust Company, Chicago 


N order that a trust department may 

be able to give as complete service 
as possible it is important that its ree- 
ords be in such shape that each division 
works in co-ordination with the others. 
Since many of the transactions of the 
trust department are subject to review 
by the courts, it is doubly imperative 
that the records be kept in such a 
manner that they meet the requirements 
of the courts. 

Trust records, first of all, must be 
as simple as possible, while still reflect- 
ing all the details necessary for the 
work of the organization. If possible, 
they-should be uniform for all classes 
of accounts. 

The most essential records are; a 
chronological record of all transactions 
in each account, a record of liability 
to the customer, and a record of the 
assets to offset that liability. Records 
ean be built around a ledger page 
as a basis and that ledger page can 
contain a chronological record of all 
transactions in the account, a record 
of the trust department’s liability to 
its customer, and a record (in totals 
at least) of the assets to offset that 
liability. 

Such a ledger page can be a complete 
set of books with each client, and uni- 
form for all classes of accounts. If 
a set of books were being opened up 
with each client, the liability accounts 
started would be, Principal or Corpus 
Account, and Income Account; and 
the asset accounts, Cash Deposited, 
Bonds and Stocks, Notes and Mort- 
gages, Miscellaneous, and possibly Pre- 
mium and Discount, which are the in- 
vestments representing the corpus. 
These accounts can be columnized on 
such a ledger page and investments car- 
ried at par value. 


A total of the income and principal 
columns gives the total liability to the 
customer. The total of the cash column, 
bond and stock column, notes, mort- 
gages and accounts receivable column, 
and miscellaneous column, adding or 
subtracting the premium and discount 
column, equals that total and repre- 
sents the assets to offset that total lia- 
bility. 

We carry our investments at par, 
and also the cost of the total investment 
by adding or subtracting the premium 
and discount coluifin balance, depend- 
ing on whether we have a balance to 
add to the par value as a result of 
premium paid, or an amount to sub- 
tract as a result of discount on securi- 
ties purchased for investment. Inas- 
much as such a ledger page shows only 
totals in par value as to investments, we 
must have subsidiary records to show 
all other details. 

There are two primary subsidiary 
records called personal property records 
and security records, both of which are 
kept on ecards. The personal property 
records show the details of the securi- 
ties held in any one account, and con- 
sist of a bond control card, which shows 
the total par value of the bonds held 
in that account and following the bond 
control card, a card showing the record 
of each different item of bonds. These 
cards show the name of the bond, class 
of the bond, the rate of interest that the 
coupon bears, the interest maturity dates, 
the date and maturity date of the bond 
itself, the date is was acquired, the num- 
bers of the bonds of the particular kind 
described on the card, the price at which 


- they were purchased, and the total par 


value of this kind of bond held. There 
are several of these cards following each 
bond control ecard. 


Then there is a Stock control card 
which shows the par value of the stocks 
held for the account in question, and 
similarly individual stock ecards which 
show the detail with regard to the stocks 
held. This includes the name of the 
stock, the class of stock, the time at 
which dividends are regularly paid, the 
number of the certificate, the name in 
which it is issued, the date and price 
at which it was acquired, the total par 
value of the holdings of that particular 
stock, and the par value per share. 

In addition we have a Notes and 
Mortgage control card showing the total 
par value of the mortgages held in the 
account in question, and the individual 
mortgage ecards following which show 
the details with regard to the mortgage 
or note held. 

These cards go into a great amount 
of detail showing the papers held in 
connection with the mortgage or note, 
a brief legal description of the property 
which is security for the mortgage, the 
details of recording such papers as are 
held in addition to the date and the due 
date of the mortgage, and the dates at 
which interest is due. 

Then to complete the record, we have 
a miscellaneous card for miscellaneous 
items that cannot be classified under the 
above headings. 

The total par value shown on the 
personal property card balances with 
the par value as shown by the ledger 
columns, under which classification the 
personal property ecards fall. And it 
addition, personal property cards cal 
all carry a record of the income el 
lected from the securities held in each 
account. 

The security records, which, as mer 
tioned, are also a card record, are class 
fied somewhat differently, that is, the 
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For in- 
stance, if we wanted to know the total 
par value of First Mortgage Common- 


are classified as to securities. 


wealth Edison Company 5 per cent 
ponds due in 1941, we could go to the 
security record and the control card for 
this particular security which would 
show the total par value of that security 
held in all the accounts of the trust 
department, and following the control 
eard with regard to this particular se- 
curity would be the individual cards 
showing in which accounts these bonds 
were held. While this is true of stocks 
and bonds, notes and mortgages and 
miscellaneous items are carried in one 
alphabetical file. 

We then have other subsidiary ree- 
ords which perhaps in a small organ- 
ization could be reduced in number. 
For instance, those in charge of invest- 
ments could have a complete record of 
all the securities held in each account, 
giving a brief description of the se- 
eurity and classifying them for the pur- 
pose of diversification into such elassi- 
fications as industrials, railroads, muni- 
cipals, real estate mortgages and other 
similar classifications. This gives the 
officers and committee of the board of 
directors, who might review the invest- 
ments, an opportunity to consider the 
total investments in any account in the 
light of this classification and proper 
diversification. In addition to this 
record, there is a record which shows 
the total securities, item by item, bought 
and sold each day, and this is also sub- 
mitted to the committee of the board of 
directors for their O. K. 


In order to co-ordinate the work of 
those who actually handle securities 
bought and sold with that of the force 
that selects the investments, we have a 
Buy and Sell ticket, which must be 
0. K’d by an officer as authority to 
complete such transactions. 

Those making remittances to clients 
have in addition to the primary records, 
a subsidiary record or tickler file for 
their use. This record is made on a 
eard and shows the name of the account, 
the amount of funds to be remitted— 
whether all of the net income or a 
specific amount—the date on which it 
is to be remitted, whether statement or 
no statement accompanies the remit- 
tanee, the nature of the remittance, that 
1s, whether it is New York draft, a check 
or merely a transfer to a checking or 
savings account, the name of the per- 
son who is to receive the remittance, 
and special instructions. 

This tickler system is filed in two 
Ways,.one chronologically, the other al- 
Phabetically. In this manner there is 
at all times a chronological file for daily 
Work, and an alphabetical file for refer- 
ence to see when remittances are due by 
knowing only the name of the account. 

Also, a file of beneficiaries is filed 
alphabetically. This is used as an ad- 

file and includes the names of 
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Details regarding securities held in any account in the trust department are shown on cards sim- 


ilar to the above. 


Another set of cards shows the data on personal property in the trust. 


Both 


sets are subsidiary to the ledger records. 


many donors, properly marked for iden- 
tification. In the making of remittances 
there are also used vouchers and form 
letters, which, although not always con- 
sidered part of permanent records, are 
vital to its operation and to the com- 
plete record of any account. 

For collection work, a tickler which 
shows the maturity of all the income 
and principal maturing in each month is 
helpful, and from this tickler are written 
the cash tickets which cireulate through 
the department for record making. This 
tickler includes the regular dates of pay- 
ment of dividends so that tickets are 


written in advance for all items that 
are likely to come for recording on the 
ledgers and other records. These tickets 
are then compared with the security 
records, and from them are prepared 
written envelopes for coupons and the 
record which shows the withdrawal and 
replacement of the securities necessarily 
removed from the vault for the cutting 
of such coupons. 

After the coupons are cut, owner- 
ship certificates must be prepared, and 
the items entered on a collection reg- 
ister and sent for collection either 

(Continued on page 36) 





YOUR MESSAGE IN THE DAILY 
PRESS—DOES IT PAY? 


Are morning or afternoon papers best for bank 
advertising. and what size ad should be used? 


Other 


F a questionnaire could be sent to 
all bankers who advertise, asking 
just why thev do so, the replies would 
doubtless be interesting. 

Hundreds of them, I suspect, adver- 
tise promiscuously because they like to 
see their banks’ names in the papers or 
because it pleases the directors. Then, 
perhups, there are many institutions ad- 
vertising today because their competi- 
tors advertise—or because they think it 
may be a nice thing to do. 

With the exception of the large city 
institutions, very few banks have a 
definite program or a definite end to be 
accomplished. Very few attempt to 
cheek the results of their advertising, 
and, if they did, they doubtless would 
be disappointed. Yet, the phenomenal 
growth of many institutions that carry 
on a continuous publicity campaign has 
proved that advertising does pay. An- 
other proof is to be found in observing 
the progress, or rather lack of progress, 
of a bank when it stops advertising. 

The large institution ‘that spends 
many thousands of dollars annually 
does not attempt to trace results dollar 
for dollar. It simply accepts as an 
admitted fact the proposition that ad- 
vertising pays, and proceeds to disburse 
its appropriation along the most scien- 
tific lines possible, with due regard for 
the experience of other institutions. 

There are many questions to be con- 
sidered by the officer in charge of ad- 
vertising. Some of them are: 

Are newspapers the best form of ad- 
vertising? 

Are morning or afternoon 
best? 

Is the largest paper always the best 
advertising medium? 

What days are best for bank adver- 
tising? 

What size ad should be used? 

Is white space worth the money?. 

Are illustrations necessary? 

How much reading matter should be 
used? 

Is outdoor advertising effective? 
What about premiums? 

Does circularizing by mail pay? : 
What shall we do about miscella- 


papers 


neous trade, sectarian, and fraternal 
journals? 

Is there any way to hold down the 
donation account? 

In this article and those that will 
follow, it will be my endeavor to set out 
a few facts concerning bank advertis- 
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problems in newspaper 





By DALE GRAHAM 


Advertising Manager, Mississippi Valley Trust Company, St. Louis 


ing, and a few experiences and observa- 
tions of my own. 


Are Newspapers the Best Form of 
Advertising? 

Almost every day we read in the 
papers of some advertising “expert” 
pronouncing the newspaper to be the 
one and only great advertising medium. 
It is remarkable how attentive the ear 


7 accompanying article 
is the first of a series on 
bank advertising which Mr. 
Graham is writing for THE 
BANKERS MONTHLY. The 
coming articles will include 
discussions of outdoor ad- 
vertising, direct-by-mail 
publicity of various types, 
periodicals, and other perti- 
nent topics. In the September 


issue he will analyze in de- 
tail the various forms of bank 
newspaper advertising, in- 
cluding savings, investment, 


trust, safe deposit, and 
institutional. 

Every banker will find it 
helpful to follow this in- 
teresting account of Mr. 
Graham’s experiences in fi- 
nancial advertising. 





of a newspaper reporter can become 
while such a speech is being delivered, 
and how deaf the same ear can be if 
the “expert” gives more than passing 
mention to other forms of publicity. 
Yet, there is no denying that newspaper 
space is an effective means of reaching 
the public in great numbers and reach- 
ing them quickly. 

When you have an advertising mes- 
sage to tell—one that must be read, not 
merely looked at; when you want your 
story to go to the masses, regardless of 
station in life; when you want today’s 
message read today—by all means use 
the daily newspaper. It is a universally 
recognized medium and deserves the 
recognition it gets. By the use of news- 
paper space it is possible to conceive 
an idea one night and have it in the 


.minds of thousands of people before 


arriving at work the following morn- 
ing. Weeks—almost months—would be 
required through any other channel. 


advertising 










The Selection of Papers 

The biggest problem of the bank ad- 
vertising man is not whether he should 
use the newspapers, but the ones he 
should use, and how he should use them. 
The selection of newspapers is essen- 
tially a local problem. Ordinarily jt 
is not a matter of choosing one paper 
to the exclusion of all others. That js 
generally a bad policy. Yet, there are 
usually one or two outstanding papers 
in each city that offer the best advertis. 
ing possibilities and therefore should 
be given the greatest part of the bank's 
lineage. 

The selection of papers involves care- 
ful consideration of the respective 
merits of the morning and _ evening 
papers. While this is a local problem, 
there are several general principles that 
may apply in most cases. If the morn- 
ing paper is a good one, it is usually 
more thoroughly read by office men and 
business executives. For this reason, 
and also because it generally contains 
fewer pages of retail advertising, the 
morning paper is often most effective 
for commercial banking, trust, and in- 
vestinent advertising. 


On the other hand, there probably is 
justification for the contention that the 
laboring man and his family spend more 
time reading the evening paper, and 
that it is therefore a better medium for 
savings advertisements directed to that 
class of people. This is more often true 
in smaller cities than in great centers, 
where the workers must ride long dis 
tances on street cars and eat their noon 
lunch at their plants. Under the latter 
conditions, it will be found that the 
men, at least, read the morning paper 
on the way to work and very often read 
it again during the lunch hour. 


Generally speaking, the preference 
for morning papers for investment and 
purely financial advertising, and the 
popularity of the evening paper for 
reaching working men and_ housewives 
will be found to prevail. Yet, there 
are countless exceptions, and after al 
it may not be a matter of relatively 
great importance. The prime consid 
eration is whether a paper is bought 
and read by the people intended to ® 
reached. If it is, then it is a 
medium. 

The Size of the Paper 

The size of the paper may be a vey 

important thing to think about. The 
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These advertisements furnish interesting illustrations of the effectiveness of white space and ‘‘art work’’ in newspaper copy. Numbers 7 and 8 
contrast with the others in that they are too crowded to be attractive. Other details are mentioned in the article. 


the average life of a newspaper has been This makes us wonder whether the the fact to the world with sign boards, 
ore stated at all the way from 12 minutes big paper is, after all, an economical full page spreads, and dodgers contain- 
and § toahalf hour. I don’t know which is advertising medium. The one that leads ing invidious comparisons. It assigns 
for correct, nor do I know how either of in advertising lineage usually proclaims its preponderance of advertising as a 
that these estimates was arrived at, yet I do reason why it is the best advertising 
rue § think the important minutes to the ad- medium. But is this true? It seems 


, § vertiser are the last ones of the period. 


The average reader begins on the 
wa front page and looks at the big news 
: first—the murders, divorce trials, and 

| Politieal scandals. Only after he is 
bi convineed that he has seen the most 
important articles for the day (and per- 
haps enjoyed all the comies) will he 
ence § slow up and take occasional glances at 
and the ads) Then is the time we must 
the tateh him if we catch him at all. 


altogether logical that a single ad when 
placed among two hundred others has 
less chance of being seen and read than 
when it is obliged to compete with only 
fifty others. 

The real answer to the question varies, 
I believe, according to the type of ad- 
vertising that is to be placed. There 
is one type that people seek out—in- 
deed, often buy papers to find. Then 
there is another type that must do the 


for Suppose we compromise on the esti- best: it can to attract the reader’s at- 
ives mates of a newspaper’s longevity and tention. Department store copy, and 
here assume the average reading period to perhaps all retail advertising, comes 


under the first class. Unfortunately, 
most bank advertising comes under the 
second. 

The newspaper that carries thousands 
of lines of retail advertising is the one 
the prospective buyers—bargain hunt- 
the scores of other ads competing with ers—look for, so the big paper’s argu- 
ours for attention—all in that short ment about its leadership in lineage may 


minutes! Where does our little be well worth the retail advertiser’s 


get on—or rather, get off? ia (Continued on page 38) 


ral be 20 minutes. Then let us think of 
vely the big daily newspaper with from 20 
nsid- to 60 pages. Let us consider the hun- 
ught dreds of columns of news and feature 
o be material that ordinarily command the 
Teader’s preference, and then consider 











“YES, WE TRIED THAT IDEA IN 
1890—AND IT FLIVVERED” 


Some ways in which The Security Trust and Savings 
Bank of Los Angeles is providing effective am- 
munition for its new business department 


By CHESTER C, LINCOLN 


Assistant Vice President, Security Trust and Savings Bank, Los Angeles 


VERY advertising and new busi- 

ness man at some time goes 
through a process of disillusionment 
concerning new ideas. Charged with 
the task of keeping alive a constant 
demand for the goods or services of the 
institution which employs him, he keeps 
his mind constantly groping. And some 
night, in the wee small hours, after toss- 
ing and tumbling in a bed which should 
be affording him the rest and mental 
resuscitation necessary to his work, he 
happens upon a brilliant thought for 
building business. He is confident that 
it is brand new and a sure winner. 
He gets up in the morning full of en- 
thusiasm, eats an excited breakfast, 
gives his wife a joyous kiss, puts a 
dollar in the baby‘s bank, and chirrups 


conclusion that there is nothing new 
under the sun. He can then either 
settle down to a pessimistic view of the 
future, grinding out just enough of the 
old stereotype stuff in the same old way 
to make his company believe he is earn- 
ing his salary; or he can accept the 
fact that all advertising principles are 
old, smile in spite of it and pioneer 
with old principles along new lines. 
The principles behind developing 
business in a bank differ little from 
those behind promoting sales in any 
other commercial institution. The fund- 
amentals are to keep your name con- 
stantly before the public, to attract the 
good will of new customers, and to hold 
the good will of the old ones. People 
will do business with the merchant if he 


| IN RO RR A RS ERE S RR EE ME 


Safe deposit boxes are usually in a basement or out of sight location. 





So, this bank places a ‘‘nest’’ 


in the lobby in full view of customers and finds the display helpful in renting boxes. 


off to work. Everything is rosy and 
the future bright with opportunity and 
promise. Then he springs his “new” 
idea on the force, and some old timer 
looks pityingly at him and says, “Yes, 
we tried that back in 1890, after read- 
ing it in a text book printed in 1880. 


It cost $2,000 and brought us two ac--. 


counts, both of which we would prob- 
ably have received anyway.” 
So, he comes sooner or later to the 
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has superior goods at a reasonable price, 
whether they like him or not, but a 
bank is more dependent upon good will. 
In general, banks perform about the 
same functions, or at least they profess 
to. On the surface they have the same 
services to sell. The principal differ- 
ence is in the quality of service ren- 
dered, and the strength and reputation 
of the institution. Here is where the 
business development steps in to capi- 





talize these differences and make the 
public recognize them. It may employ 
a great many methods to aceomplish 
this. 


Maps For Newcomers 

In the Security Trust and Savings 
Bank of Los Angeles we begin to at- 
tract the good-will of the newcomer as 
soon as he arrives in town, and in some 
eases we form a contact with him be 
fore. We publish, for instance, what 
we believe to be the best maps that can 
be produced of Southern California 
and Los Angeles and suburban cities, 
There is nothing new about publishing 
a map, but there can be new ways of 
making it attractive and useful, and of 
putting it in the hands of people who 
will appreciate it. Our Los Angeles 
map guides many a motoring stranger 
into the City of the Angles. It is one 
of the first things to earn his gratitude 
and to impress upon his mind the name 
of the bank. Copies of our map 
mounted on canvas, with all streets in- 
dexed and the best paved highways 
indicated in red, are posted in service 
stations throughout the city, so that 
the new arrival is correctly and quickly 
guided directly to his destination, along 
the best streets. 

In the hotel and apartment house 
districts, we make another use of ow 
map. We obtain from the hotels and 
apartments the names of new arrivals 
in the city. There is nothing new about 
getting the names of new arrivals, but 
there is something new in not pestering 
them for their business. Instead of 
asking them for something, we gavé 
them something. We mail them a guide 
map of the city, with a simple word of 
welcome and best wishes that their stay 
may be a pleasant one. This makes 
good impression upon the stranger, % 
that when he needs a bank, it is a nat 
ural thing for him to come to the S¢ 
curity. 

Selling Other Departments 

Another thing, when he calls to op@ 
an account, we do not simply thank him 
and let him drift out, but hand him #@ 
attractive little brochure, “A Welcome” 
describing the different departments 
the bank, the purposes and funetiom 
of each, and how each ean be of servi 
to the customer. It is well-known tht 
unless, called to their attention in 9 
special manner, customers will often 
business with a bank for years W! 
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knowing that it has a safe deposit de- 
partment, a trust department, an escrow 

ment, or a bond department. We 
bave found that this information can 
best be conveyed in writing. Verbal 
information is quickly forgotten. Be- 
sides, if the new account teller attempts 
to urge all of these things upon a new 
eustomer, the good intention may be 
misunderstood. It may appear too 
patently an attempt to get more busi- 
ness out of him. Everyone welcomes a 
little pamphlet printed for his own con- 
yenience, one that he can take home 
and read later. Although we open more 
than 250 new accounts a day, and give 
each new customer one of these folders, 
we never find them thrown on the floor 
or in the waste paper baskets. 

As a second reminder of the various 
departments operated by the Security 
Bank, we attach a printed slip in the 
front of every check book given to a 
new customer. This folder enumerates 
and briefly describes all of the depart- 
ments. We believe that we cannot re- 
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mind our customers too often of the 
various services which we have to offer, 
and how to make use of them. 


Renting Deposit Boxes 

We have found that old methods of 
merchandising ean be used effectively 
in renting safe deposit boxes. Here 
is something which a bank has to sell 
that is tangible and conerete. Safe de- 
posit boxes can be seen with the eye 
and felt with the hand, providing they 
are put within easy reach of the public. 
But safe deposit departments are nearly 
always in the basement or out of sight 
in the rear. It is the duty, therefore, 
of the business development department 
figuratively to bring the safe deposit 
department out on the main floor where 
it ean be seen. It seems to me that safe 
deposit boxes only have to be exhibited 
to be rented. There is a pivotal point 
in renting boxes just as there is in 
making sales. The necessary thing is to 
give a prospect the impulse to rent a 
box at a time when he ean step right 
up and do it. 

We have constructed and set up on 
our main banking floor an exact re- 

(Continued on page 40) 


HOW “BANKERS’ BILLS’ FINANCE 
OUR FOREIGN COMMERCE 


And 
banks, 


at the 


same 
loaning 


time acceptances 


by 


enable 
their credit, to expand 


their aggregate accommodation to their customers 


By R. M. O. HARA 


Manager, Bill Department, Federal Reserve Bank of New York 


ANKERS acceptances are not new 
instruments. While the period of 
their first use is lost in antiquity, there 
is some basis for the belief that they 
were used by the ancients of Cicero’s 
time Some authorities state that they 
originated with the Florentines in the 
twelfth century and that their use 
spread from Italy to France and thence 
toEngland. It is certain, however, that 
they were used in England as early as 
the fourteenth century and, keeping 
pace with England’s increasing world 
trade, were brought to a high state of 
development by London bankers, with 
the result that sterling bills drawn on 
London became recognized and honored 
m every part of the civilized world. 
For many years America’s overseas 
trade was in large measure financed un- 
sterling credits and to London ae- 
trued the profits and prestige as an 
international banker. While banking 
institutions of certain of our states had 
for many years the right to accept time 
of exchange, the privilege was 
seldom if ever availed of and it was 
hot until the passage of the Federal 
Act which authorized national 
to accept that the use of Ameri- 
‘an bankers acceptances really com- 


National banks derive their sole power 
to accept time bills of exchange from 
the Federal Reserve Act which permits 
of only certain classes of transactions, 
namely, the importation or exportation 
of goods, the domestie transportation 
of goods, the storage of readily market- 
able staples, and for the purpose of 
creating dollar exchange. Acceptances 
made against such transactions are 
known as eligible bills; that it to say, 
bills which Federal Reserve Banks may 
rediscount or purchase. 

The import, or what is commonly 
known as the “salt water” bill, is drawn 
by foreign exporters on American banks 
under credits provided by American 
importers. It is probably the oldest 
and best known type of bankers ac- 
ceptance. It is the time honored method 
of financing international trade. It is 
one of the purest and most valuable 
forms of all bankers bills. 

The export bill arises mainly in two 
ways. An American exporter, for in- 
stanee, sells goods to a foreign importer 
and draws a bill on a bank in this coun- 
try, with which the foreign buyer has 
established a credit, either directly or, 
as usually happens, through the me- 
dium of, and guaranteed by, his local 
bank abroad. In ‘this ease we have the 


same principle as in the import bill, 
the main difference being that the posi- 
tions of the buyer and seller are trans- 
posed. 

Another type of export bill which 
is commonly used is drawn by Ameri- 
ean exporters against shipments which 
they send abroad under credits which 
they themselves obtain from their banks - 
in this country. Frequently, documen- 
tary bills drawn on the foreign buyers 
are lodged as collateral with the accept- 
ing banks and are forwarded by them 
abroad for ecolleetion in due time. It 
is by means of this class of acceptance 
that Ameriean exporters are able to 
anticipate the proceeds of their collee- 
tion items. 

The transactions mentioned above 
have to do with exports from, and im- 
ports into, this country. It is impor- 
tant, however, that the Federal Reserve 
Act permits banks to accept time bills 
against shipments between any two 
foreign countries. This obviously opens 
up a wide field for American banks in 
financing world trade and it is interest- 
ing to note that there has been a fairly 
substantial increase in this elass of busi- 
ness during recent years. For instance, 
we now see dollar bills which finance 
shipments from South American coun- 
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tries to Europe and vice versa, and also 
shipments from European countries to 
the Orient, classes of business which 
were formerly always financed in the 
large European centers, principally 
London. With England now again on 
a gold basis and her exchanges close to 
par and comparatively stable, it is quite 
probable that some of this business will 
in course of time revert to London. 
On the other hand, American bankers 
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acceptances are becoming more and 
more well and favorably known in all 
parts of the world and America may 
well expect to share with London a 
fair proportion of this kind of business. 

Another class of transaction against 
which eligible bankers acceptances may 
be created by American bankers is the 
domestic transportation of goods; that 
is to say, against the shipment of goods 
from one part of this country to an- 


other. This form of financing hy 
probably given rise to the greates 
amount of misunderstanding of pro 

practice as contemplated by the lay. 
The same credit principles which gor- 
ern the import or export bill apply al» 
in the proper use of the domestic trang. 
portation bill but requirements and rp. 
strictions are different. The unques. 
tioned acceptance against a domestic 

(Continued on page 66) 


NOW FOR A UNIFORM METHOD OF 
COMPUTING INTEREST 


Committee of Wisconsin Bankers Association 
suggests a definite and equitable plan for 
figuring savings interest at three per cent 


By J. H. DAGGETT 


Vice President, Marshall and Ilsley Bank, Milwaukee, Wis. 


N arriving at a satisfactory method 

of figuring interest on savings ac- 
counts it is necessary, at the outset, 
to take into consideration the essential 
characteristics which must enter into 
any good method of interest caleuia- 
tion. 

First of all, the method used must 
produce a sufficient return to the de- 
positor so that the saving of money 
will be made attractive. The return 
must be sufficiently large to attract new 
deposits and cause the retention of 
deposits already made. People place 
their money in a savings account for 
two reasons—to have a safe place to 
store their money until needed, and for 
the purpose of allowing this money to 
earn something for them during this 
period. It is probable, indeed, that a 
bank of good reputation could acquire 
a considerable volume of savings ac- 
counts without paying any interest. 
Nevertheless the amount of money paid 
as interest has a great influence on 
savings deposits, and as a result any 
method of figuring interest must pro- 
duce a sufficient return to be attractive 
to the depositor. 

Another factor in a system of figur- 
ing interest is that the method adopted 
must be fair both to the bank and to the 
depositor. It is just as unwise for a 
bank to pay excessive amounts in in- 
terest as it is unfair to the depositor 
to cut the amount of interest paid to a 

> minimum. 

A third feature of a good method 
of computing interest is that there 
should be some penalty on withdrawals 
from a savings account sufficient to dis- 
courage the use of the account for the 
purpose of making frequent withdraw- 
als. It must be remembered that in- 
terest is paid on savings accounts for 
three reasons: Because the Federal 


Reserve Law permits member banks to 


carry a smaller percentage of reserve 
against time than against demand de- 
posits; because due to the comparative 
inactivity of savings accounts the bank 
is enabled to handle them with a mini- 
mum of clerical and other expense; and 
because a bank having savings deposits 
may put at least a part of those de- 
posits into invesfments having a longer 
maturity than ordinary bank loans and 
thereby increase its earning capacity. 

An investigation conducted by the 
educational committee of the Wisconsin 
Bankers Association revealed that a 
great many different methods of figur- 
ing savings interest are used by the 
banks. It was found that some banks 
pay no interest except on money which 
remains on deposit for the full six 
months. Other banks require money to 
be on deposit three months before draw- 
ing interest. Still others pay interest 
for all full months. 

Some banks, the investigation dis- 
closed, allow no period of grace during 
which deposits may be made and re- 
ceive interest from the first of the 
month, while others have adopted a 
five day period which is often inter- 
preted to mean the first five business 
days of the month. Still other banks 
have adopted :a period covering the 
first ten days of every month, except 
the first month of the interest period, 
when deposits made before the fifteenth 
receive interest from the first of the 
month. 

When it comes to the question of the 
treatment of withdrawals, no two bank- 
ers seem to agree. Most banks are in 
favor of the method of charging with- 
drawals against the first deposits, but 
this is not universal, as many banks 
charge withdrawals against the last 
previous deposits until these are ex- 
hausted. 

In order to throw into the spotlight 





the wide variance in the methods of 
calculating savings interest, a problen 
in interest computing was sent to lj 
banks. 


Eight different answers were | 






i 
| 


received, and the amount of interest | 


varied from $22.00 to $39.75. All of 
these banks advertised that they paid 
three per cent on deposits. 

With the desire to establish a definite 


plan for figuring interest which could | 


be adopted uniformly by the banks | 


throughout Wisconsin, 
method was recommended: 

“On the first days of June and De 
cember each year interest will be com- 
puted at the rate of three per cent per 
annum on all sums being on deposit for 
one month or longer prior to June ls 
and December Ist. Interest will not b 
calculated on average balances, nor 0 
sums withdrawn between June Ist and 
November 31st, nor December Ist and 
May 31st. Withdrawals between thee 
periods will be deducted from the firs 
deposits, and the interest computed 
the balance. Deposits made during te 
first five days of each month will t 
ceive interest from the first of su@ 
month. Sums deposited after the fifth 
of the month will receive interest fra 
the first of the succeeding month. It 
‘terest not withdrawn will be added ® 
the principal of the deposit as of th 
first day of December and June, a 
will be entitled to interest the same ® 
the original deposit. The interest dale 
specified are used for illustration ani 
not as a recommendation of these pi 
ticular months.” 

There is nothing new in this mk 
In the course of this investigation * 
was found that this plan is in we" 
almost every large city in the 
west. If all banks paying three # 
cent interest would adopt it the # 
actual interest return would be | 
on a similar account, in any loealilf 


the following § 
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GETTING CLOSE TO CUSTOMERS 


AT BUSINESS CONVENTIONS 


How bankers can add intimate acquaintance with 
technique of other lines through active partici- 


pation in local and other business 


By G. PRATHER KNAPP 


gatherings 


First Vice President, Bankers Service Corp., New York 


HE number of business conventions 
T during 1925 will amount to 12,300, 
secording to a recent estimate by F. F. 
Hendrickson, manager of World Con- 
vention dates. And if the attendance 
this year equals the attendance to con- 
ventions in 1924, it will amount to 
nearly fifteen millions of delegates and 
visitors. 

Now bankers have so many conven- 
tions of their own that they might be 
forgiven if they neglected, to some ex- 
tent, the business and professional 
gatherings of other men. As a matter 
of fact, however, nothing of the sort is 
true. 

The American Bankers Convention, 
forty-eight state conventions, group 
meetings innumerable, the savings con- 
ferences, the trust company conferences, 
the Investment Bankers Association, the 
Financial Advertisers Association, the 
American Institute of Banking, the vari- 
ous state safe deposit associations— 
these are only a few of the strictly 
fnancial gatherings which claim a bank 
exeeutive’s attendance. It is needless 
to tell him what these conventions and 
the all-year activities that center around 
then have done for his business as a 
whole and for him as an individual. 
Bat the modern American banker is 
the least self-centered of all men. He 
prospers and serves not at all by technical 
knowledge of his own business, unless 
he adds intimate acquaintance with the 
technique of other businesses. 

Mr. E. M. Howland, vice president 
of the Webster and Atlas National 
Bank of Boston, recently issued this 
statement to business men in his field: 

“Let’s Talk Business” 

Not Our Business, But Yours 

Did it ever oceur to you, in look- 
ing over a commercial bank’s state- 
ment, that most of its loan assets 
are the liabilities of business men 
like you, and that most of its de- 
posit liabilities are the assets of busi- 
hess men like. you? 

In other words, have you fully 
realized that banking success depends 
on business understanding and busi- 
ness ability? And have you investi- 
gated the banking field of Boston on 

is? 

Commercial banking is not and 
fannot be a standardized, machine- 
made article. It is a professional 
ferviee whose usefulness depends, in 

the last analysis, on full understand- 
ing of specialized, individual cases. 


The commercial banker must be 
fully acquainted with banking prac- 
tice, but this knowledge is only the 
ground work of his education. On 
it as a foundation, he must build a 
structure,of business skill and busi- 
ness experience, and even then his 
education is only commencing. 


He must develop a depth of in- ~ 


sight and a breadth of view whereby 
he ean adapt his business abilities to 
you and your business needs. He 
must have the time and take the 
pains to speak your language when 
you and he talk business. 

One of the most distinctive notes 
in the New England banking situa- 
tion is this one: 

The customer of the Webster and 
Atlas National Bank is prone to 
speak of it as specializing in his par- 
ticular line of business. Thus, 
leather men have spread an impres- 
sion that the Webster Atlas is pri- 
marily a leather man’s bank. Wool 
men speak of it as a wool dealer’s 
bank, and the same thing is true of 
every one of the varied commercial 


The Banker as a 
Public Figure 


Hoe“ many American cities 
would include a banker 
in the list of their ten most 
prominent men—the ten men 
best known for public service? 

In more than one commun- 
ity, a banker would appear 
not only in the list, but would 
be a strong contender for 
the position of the most 
prominent man. 

For his next article, Mr. 
Knapp has selected instances 
of bankers who have become 
the key men of their com- 
munities and he has assem- 
bled specific data on their 
public services to show how 
these have reacted on the 
development of their banks. 

This will be the eleventh 
article in his series for bank 
executives. A few copies of 
THE BANKERS MONTHLY 
containing the previous arti- 
cles are still available for 
those whose files are not 
complete. 





and industrial groups to which this 

bank has been useful. 

The real fact is that the personnel 
of the Webster and Atlas National 
Bank have taken a thorough course 
in the basie principles and individ- 
ual practices of every commercial 
eustomer whom the bank has served. 
This course has extended over nearly 
a century of close and intimate re- 
lations with the New England busi- 
ness men. 

When you “talk business” with a 
representative of the Webster and 
Atlas National Bank, the technical 
terms of your conversation are not 
banking terms, but business terms— 
the specifie facts and common shop 
talk of your own particular business. 
The same basie idea. was expressed 

in another way by E. H. Kittredge, 
president of the Financial Advertisers 
Association, in his address before the 
New York Advertising Club, when he 
said: 

“The banker is simply a human 
ageney for correlating human relation- 
ships. The bank user and his fellow 
bank users are the bank. The bank 
has no franchise to capitalize, no privi- 
lege to exploit, no enclosed space to 
lord it over, no stock in trade whatso- 
ever, but human service to human 
needs.” 

Change that last sentence to “busi- 
ness service to business needs” and you 
have the main reason why bank execu- 
tives are including other business meet- 
ings than bankers’ conventions in their 
programs of personal activity. 

Trade associations where competitors 
and widely separated pursuants of the 
same lines meet on common ground, dis- 
cuss common problems and further 
common interests, form one of the out- 
standing developments of modern busi- 
ness. These associations seem to require 
regional and national conventions to 
keep them active,—even to keep them 
alive. 

Some executives feel, however, that 
every American convention is not alto- 
gether praiseworthy and that many dele- 
gates do themselves, their houses and 
their lines, less good than if they had 
stayed at home making merchandise or 
selling it. Albert E. Haase, in his arti- 
cle in a recent issue of “Printers Ink,” 
even “views with alarm” the amazing 
development of Montreal as a conven- 
tion center since the passage of the 
Volstead Act and he “points with pride” 
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to the fact that some of the most 
thoughtful and successful of our busi- 
ness leaders will do everything they can 
to avoid invitations to conventions or 
to dodge them gracefully when they 
cannot be avoided. 

This situation, however, is due to the 
abuse of the convention idea, and this 
abuse would be much lessened if bank- 
ers and other professional men as well, 
interested themselves to a greater ex- 
tent in conventions of other associations 
than their own. 


As I see it, the main fault in many 
business conventions is that they at- 
tract a number of delegates and then 
give those delegates no substantial busi- 
ness value in return for their traveling 
expenses and the expenditure of their 
time. 

This is mainly chargeable, I believe, 
to the committees of men responsible 
for convention programs. I have acted 
as vice chairman of the program com- 
mittee for one national convention of 
the Financial Advertisers Association, 
and as vice chairman of the entertain- 
ment committee for one national con- 
vention of the American Bankers As- 
sociation. Thus I have had opportuni- 
ties for seeing this situation from the 
inside, and I have no doubt that what 
applied to these conventions, applies 
with equal foree to most conventions. 

After the local entertainment com- 
mittee has done its job, the program 
committee begins to wonder what it can 
present that will keep delegates away 
from the entertainments before they 
happen, or wake them up and restore 
their jaded faculties after they happen. 
It is like asking a cook to prepare a 
beefsteak so attractively that it would 
be eaten with appetite by a man who 
had just consumed ten pounds of choco- 
late ice cream. 

Starting out with this initial diffi- 
culty, the program committee often 
takes too spineless an attitude toward 
the work cut out for it. Every associa- 
tion contains a few “dependable ora- 
tors’—men who, as O. Henry put it, 
“are equally good and varicose on all 
subjects.” Every city contains readily 
available talent of the same kind and 
calibre. The temptation is strong to 
use this easily obtainable material, 
rather than to do the prospecting and 
blasting necessary to get speakers who 
have something to say, know how to say 
it and at the same time are willing to 
say it. 

It seems to me that the program com- 
mittee of a business convention should 
pay more attention to the professions 
in securing material for speakers. They 
arrange for messages to their delegates 
from lawyers, engineers, tax experts, ac- 
countants, scientists. lawmakers, and 


last but not least, bankers. And the. 


banker on his part is, or should be, in 
a receptive attitude for invitations to 
discuss economic, financial and banking 


BANKERS MONTHLY for AUGUST, 1995 


——E—EEE——E——EeEEEEE———E. eee 


problems before business gatherings. 

To some extent, however, convention 
activities on the part of bankers are 
impeded by the last-minute decisions to 
have representation at this or that 
gathering and short notice to the man 
who will represent the bank. 

I remember a successful banker’s ac- 
count of one of the first business con- 
ventions he ever attended. He was a 
young man just starting in banking, 
and the president of his institution sug- 
gested that he join a party which was 
going to a large convention to be held 
about a thousand miles away from his 
city—a convention, by the way, which 
had nothing to do with banking. He 
was a little nonplussed at first, and 
asked his chief: 

“What do you want me to do on this 
trip?” 

The reply was suecinet and decisive: 


“I want you to enroll yourself at onee 
with the local convention committee, | 
want you to make your hotel reseryg. 
tion so that you will have a comfortable 
room at the principal convention hotel, 
I want you to be present at the meet. 
ings every now and then. I want you 
to ally yourself as far as possible, with 
the people who go to this convention 
with a serious motive, and to see as 
much of those men as possible, from 
the time you leave until the time yoy 
come back. I want you to put yourself 
in a position to get an account for the 
bank from at least one of them, and as 
many more as possible. 


“On your return I want vou to write 
a full report which will tell me, in as 
few words as possible, what your esti- 
mate is of your trip as a thing of value 
to the bank, and whether you or some- 

(Continued on page 45) 
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This cartoon by “‘Doc’’ Finch, which was published recently in The Denver Post, is interesting & 


bankers for two reasons. 


First, it tells a true story in a humorous way. 


Second, it is dedicated 


to James Ringold, president of the United States National Bank of Denver and well known among 
ban the country over. 
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SHOULD THE SMALL CHECKING 
ACCOUNT BE PENALIZED? 


Bankers throughout the country are finding 
relief from the losing account burden by 
means of the service charge and other methods 


By GEORGE WOODRUFF 


Vice Chairman, National Bank of the Republic, Chicago 


NE day not so long ago a young 

lady who had just received her 
monthly statement at the bank pro- 
eeded to untie the bundle of cancelled 
checks in an effort to satisfy her curi- 
osity as to whether or not a certain 
frend had “put through” a check she 
had given out a few days before. And 
in her efforts to find the particular 
voucher, she unwittingly dropped the 
entire assortment. 

The next moment cancelled checks 
literally covered the floor of the bank 
lobby. Eight or nine customers very 
gillantly went to the young lady’s as- 
sistance and began retrieving the elu- 
dve pieces of paper. 

The president of the bank, watching 
the‘proceedings from his desk, became 
ihterested. He counted sixty-seven 
checks as they were picked up and 
handed to her. 

later, interested in knowing the ex- 
tent of the young lady’s business, he 
sought out the teller who had waited 


upon her. 
“Who was that young lady?” he in- 


“Why that was Miss Mary Burns,” 
answered the teller. 

Good account ?” 

“Well,” replied the teller, “one of 
those ‘chicken feed’ accounts. Instead 
of carrying nickles and dimes, she car- 
ties checks.” 

“How does her balance run?” 

"That about describes it,” said the 
tiller facetiously. “It runs right 
through the bank. Every week she de- 
posits about $25.00. Then, almost be- 
fore the ink is dry on her deposit slip, 
the begins to issue checks—sometimes 
% many as fifteen and twenty a single 
wek. Her account costs us more to 
handle than that of the Midland Iron 
Company, our largest customer. I 
honestly think about the only time she 
dcesn’t use checks is when she buys the 
ening paper and sometime I expect 
to see one come through for that.” 

“Are there many accounts like hers?” 
asked the president, who had not real- 
wed that small acecéunts were so active. 

“Many? I should say there are!” 
ttclaimed the teller. “At least four 
thousand of them.” 

The president, surprised at this reve- 
lation, asked the cashier for a detailed 
"port on the number of small checking 
“counts that were being handled at a 
los by the bank. And when the re- 





port was completed, it was found that 
4,197 of these accounts were on the 
books. “Chicken feed,” the boys in the 
cages called them. 

Now in this case, as in many others, 
“Open a Checking Account in This 
Bank and PAY BY CHECK” had been 
the theme of the bank’s advertisements. 
Week by week it had preached this- 
message to the public, and month after 
month it had sent forth an invitation 
to everybody for miles around to “Open 
a Checking Account in This Bank and 
PAY BY CHECK.” 

The theory behind this advertising, 
of course, was the well-known theory 
of the acorn and the oak. But unfor- 
tunately, it sometimes failed to work 
out in practice. Many small checking 
accounts failed to take root and grow. 
They remained just acorns. 

As a matter of fact the problem of 
handling small checking accounts is one 
of the most serious that confront the 
bankers of today. Every progressive 
bank wants to help people to handle 
their business in a proper manner by 
making possible for them to pay by 
check. But, as we all know, it costs 
money to handle checks—real money. 
Consequently, unless the average bal- 
ance is sufficiently large to absorb this 
expense, the transaction becomes a 
drain upon the bank. And yet, though 
all bankers realize this fact, many find 
themselves compelled to handle count- 
less small checking accounts at an ac- 
tual loss. It is the hope, of course, that 
such accounts will eventually become 
large enough to net the bank a profit, 
but in actual practice the person who 


HE free services that 

bankers render to their 
communities have never been 
equalled by those of any other 
group of business men any- 
where. But there is a limit 
to everything and unless the 
present tendency is some- 
what curtailed, the service 
side will reach such propor- 
tions that few bankers will 
be able to keep the pace with- 
out at least some damage to 
the sound foundations of their 
institutions. 


—The Author 


maintains a checking account purely 
for convenience seldom becomes a sub- 
stantial depositor. 

To meet this situation a number of 
banks have combined the features of a 
checking account and a savings account, 
and in this way have tried to induce 
the small checking depositor to build 
up a savings account that would’ yield 
enough profit to more thin make up 
the loss on the checking account. In a 
number of cases this plan has been quite 
successful. 

On the other hand, banks in many 
cities now impose a service charge on 
all checking accounts where the balance 
is too small to justify handling the ac- 
count, this charge usually being about 
$1.00 per month on accounts averaging 
less than $300.00. In Kansas City, 
however, the clearing house banks make 
a charge of 50 cents per month on ac- 
counts that fail to average $100 and 
against which more than one check per 
month is issued. 

The service charge in these cases is 
not only justifiable but desirable. No 
reasonable man or woman should ex- 
pect a bank to handle his or her check- 
ing account at a loss, and it has been 
found in communities where these 
charges have been assessed, that the per- 
sons thus penalized are glad to pay it 
as soon as the reason has been explained 
to them. , 

Nevertheless, from the viewpoint of 
the individual bank, the problem is an 


extremely ticklish one to handle. No . 


bank, acting independently, can hope 
to make a charge without losing busi- 
ness and friends, so long as its competi- 
tors are willing to accept such business 
on a gratuitous basis. It is a matter in 
which collective action is necessary if 
the evil is to be eliminated or curtailed. 

That these accounts should be charged 
a small handling fee or, better still, en- 
couraged in some practical way to grow 
larger, is too self-evident to require 
argument. The only real question is 
how it can best be done? 

The answer is to be found in com- 
bining some other profit earning fea- 
ture of the banking business with the 
losing checking account, or in making 
reasonable clearing house agreements 
that provide for a small monthly serv- 
ice charge. Either plan is better than 
to throw out the accounts, because they 
make it possible for people of small 
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means to transact their affairs in a 
business-like and thrifty manner. 

In calling attention as I have done 
in these articles to some of the 
“abuses” that have sprung up in 
the banking field, it has been impos- 
sible to more than superficially cover 
the field. Many others that require at- 
tention should also be listed, as for ex- 
ample, accepting securities for safe- 
keeping without remuneration, the han- 
dling of escrow matters without charge, 
selling travelers checks and letters of 
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credit without compensation, compiling 
credit information free of cost, the 
making out of payrolls, the payment of 
personal bills, the free use of cashiers’ 
checks for salaries and wages, the col- 
lection of bills, the handling of auction 
sales, the compilation of statistical infor- 
mation, the making out of income tax 
returns, and countless other services 
that consume a vast amount of time and 
labor with no adequate return. 

The bankers of this country are prob- 
ably the most publie spirited group of 


business men in the world. The free 
services that they render to their com. 
munities have never been equalled 
those of any other group of busines 
men anywhere. But there is a limit 
to everything, and unless the present 
tendency is somewhat curtailed, the 
service side of banking will reach sueh 
proportions that, combined with lo» 
average interest rates, few bankers will 
be able to keep up the pace without at 
least some damage to the sound foun. 
dations of their institutions. 


CHECKING YOUR CREDIT FILES 
WITH OTHER BANKS 


How and when the bank files should be re- 
vised. The importance of thoughtfulness in 
making inquiries and frankness in replying 


NTER-BANK checking plays such 

an important part in keeping credit 
data alive and up-to-date that its prob- 
lems and methods justify and demand 
serious consideration. 

The reason for checking is obvious. 
Even when a bank has complete finan- 
cial information concerning a customer, 
such as statements, agency reports, ete., 
it is wise to know how he conducts his 
business with his other accounts, the 
line extended, balances maintained, se- 
curity given for loans, the steadiness of 
his borrowings, ete. 

How often should the credit file be 
checked, and when? There should not 
be set any fixed time when every folder 
in the files must be checked. The me- 
chanical tickler system which says that 
certain names should be checked regard- 
less of circumstances is bad. It is as 
thoroughly unwise as it is systematically 
thorough. A good use of brains and 
judgment must be had for this part of 
banking as well as for any other. 

The bank files should be gone through 
at least once each year and the greater 
proportion of them revised—the bor- 
rowing banks and the weaker ones more 
closely checked than the others. It is 
unnecessary and sometimes unwise to 
check those banks whose accounts have 
long been dormant and also to make in- 
quiry about some of the larger institu- 
tions whose reputation and integrity 
are unquestioned. 

Some banks whose borrowings are in- 
clined to be steady and whose state- 
ments show them to be in an extended 
condition may be checked twice or more 
a year. Of course, when an institution 
has gone out on a limb where it is in 
danger of being taken over by the 
banking authorities, the banks extend- 
ing it accommodation should keep in 


By R. T. MARCH, JR. 


Merchants National Bank, Richmond, Va. 


constant touch with each other, and 
there should be a free interchange of 
opinion, and a general agreement be- 
tween them as to the policy of having 
the unfortunate one liquidate its in- 
debtedness. 

The larger part of what has been 
said concerning banks applies with 
equal force to partnerships and corpo- 
rations. Some need not be checked at 
all; some should be checked two or 
possibly three times within the twelve 
months’ period; while for most of them, 
a yearly freshening up of data is suf- 
ficient. Banks which purchase com- 
mercial paper in the open market have 
a great many files on names which are 
not customers, but whose paper is pur- 
chased from time to time. There is no 
need to review these files regularly 
merely for the sake of having them 
up-to-date. Unnecessary expense should 
not be ineurred in securing informa- 
tion which may be of no earthly use. 
When such paper is bought there is 
ample time for general revision during 
the option period. It is for that pur- 
pose that the ten days or two weeks 
option is granted. 

The logical and best time to check 
commereial accounts is just after the 
receipt of their annual statements. No 
tickler system is then needed to eall the 
name to the credit department’s atten- 
tion. While the new statement is being 
analyzed the file may be brought fully 
up-to-date both by checking and by 
securing new agency reports. 

In addition to credit files maintained 
on customers and on commercial paper 
names, there may be many on prospects. 


_ As on open market names, so here, it 


would be unwise to spend time, energy 
and money in securing information 
about prospects when no immediate use 


is to be made of it, or when information 
on hand is sufficient to enable one to go 
after the account intelligently and to 
offer the company a line of credit. 

Consider for a moment the individual 
borrower who does business with sey- 
eral banks, on whom a credit file 
maintained, and who may or may not 
submit a personal financial statement. 
Should he be checked? If he borrows 
on his straight note on the strength of 
his financial statement, he should b 
carefully checked oceasionally. Such 
instances, however, are rare. The m 
dividual borrower presents collateral 
curity or furnishes a responsible @& 
dorser. Either the maker or endorse, 
or both, are usually well-known to some 
officer in the bank so that checking with 
other banks is unnecessary. If thei 
dividual is a comparative stranger of 
if the collateral offered is not actively 
traded in, a few judicious inquitie 
should be made. This form of investe 
gation requires strenuous care becau 
the subject may often resent it, if & 
finds that his moral integrity and ger 
eral standing are being looked into. He 
does not see why the collateral offers 
or the endorsement given should not ® 
sufficient to satisfy the bank. 

The spirit of resentment may some 
times apply to partnerships and carpe 
rations as fully as to the individual 
To them their credit is synonymous Will 
their honor. To question their 
is to offer them deep insult. The of 
ficer dealing with them must use relia 
care, and must know the acute meamiit 
of the word tact. 

In making the customary file reve 
sions most banks use form letters # 
practice which cannot be wholeh : 
commended, yet which is very 

(Continued on page 44) 








These well-known bankers 


enthusiastic about national 
business building campaign 


Recently a great nation-wide banking program 
was conceived. It is now showing every bank 
in America a way to increase deposits. 


VERY month 20,000,000 magazine readers 
are shown in a powerful, interesting way 
why their bank is the most valuable business 
connection they have. Why a checking account 
makes their money go farther. How a good 
savings plan will enable them to build a fortune 
in a comparatively few years. These and many 
other ways in which their bank helps them 
become successful. 
Will this campaign, being run by the Bankers 
Supply Division of The Todd Company, increase 
deposits of American banks? 


See what these bankers say 


Leading banks say that this is one of the most 
powerful campaigns they have 
ever seen. They predict it will 
have a tremendous influence 
on increased business. The 
following letters show how 
enthusiastic they are. 

One writes: “J want to put 
into every one of my customer’s 
hands the two-page advertise- 
ment running in The Saturday 
Evening Post this week. We will 
send out copies to every one of our 
customers.” 

Another, “The appearance of your 
advertising will be welcomed by all 
banks and trust companies.” 


BANKERS SUPPLY 


Again, “Would you object to one or more 
local banks using parts of your advertisements 
in our local newspapers?” 

Another, “Permit me to congratulate you. It 
is indeed wonderful bank advertising.” 

And so they run. Bankers from all sections 
of the country — big cities and small towns — 
all enthusiastically endorsing our great and 
complete program for increasing the net profits 
of banks everywhere. 

This campzign also acquaints checking ac- 
count customers with the protection features of 
Super-Safety Bank Checks. Thousands of banks 
now use them as an important means of secur- 
ing new depositors. They cost no more than 

ordinary checks of quality. 


Even this is not all. To 
complete this tremendous pro- 
gram actual advertisements 
have been prepared which you 
may now use in your own 
local papers. They are the 
work of some of the best 
known advertising brains in 
America. With them come 

various tested plans which have 
helped others build business. 


Let us send you information 
showing what they will accomplish 


8 AN KC HECYS for your bank. Write now. 


C O MPANY, Division 


THE TODD COMPANY 


5947 So. State Street, Chicago 
Business-Building Merchandise for Banks 


NEW YORK CHICAGO 


ROCHESTER DENVER DALLAS 


Super-Safety Bank Checks protect depositors against check fraud. 
They are made of the safest check paper supplied by any bank. 
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HE method of treating embarrassed 

concerns has undergone a radical 
change since the signing of the Armis- 
tiee. Previous to the war if a concern 
got into financial difficulty, it was 
deemed necessary to have a receiver 
appointed or to force it into bank- 
ruptey. The plan of conducting a busi- 
ness under a creditors’ committee was 
rarely resorted to. 

Many a large company has been 
saved during the past few years by a 
eareful study of conditions surrounding 
the industry, to the point where not 
only the creditors were paid in full, but 
the business returned to the original 
owners in a sound financial condition. 

Embarrassments are caused by many 
reasons, of which the most important 
are: 

1. Expansion of fixed assets beyond 
needs. 

2. Too much inventory. 

3. Commitments for material on a 
falling market. 

4. Lack of vision. 

5. Inefficiency. 

6. Speculation. 

7. Dishonesty. 

It must be remembered that during 
the period of the war every effort was 
made to stimulate production. Our in- 
dustries responded nobly to this demand 
and to this we can, in part at least, trace 
some of the grief that followed. In 
certain lines, due to heavy demand dur- 
ing the war period, production had to 
be inereased after the Armistice to meet 
the shortage existing in our 
country. 

Many concerns had visions of pros- 
perity extending over a period of years 
and due to the influx of orders in 1919, 
concluded that, in order better to take 
care of an increasing business, it would 
be an appropriate time for plant ex- 
tension. 

_ One particular company in Ohio had 
its greatest year in 1919, both from 
Volume of sales and profits. Figuring 
that the year 1920 would at least meas- 
we up favorably with 1919, the budget 
Was fixed on the volume of 1919 and the 
sales program placed well into nine fig- 
ures. The sales during the first few 
months led the management to believe 
that the budget was fixed entirely too 
‘ow and it was raised materially. Dur- 
ing the early spring the tide turned and 
the concern found itself with not only 


own 


REORGANIZATION PLANS TO DEFEAT 
THE BUSINESS UNDERTAKER 


Many a company has been kept out of the 
receiver's hands in recent years by a 
careful study of the industrial conditions 


By SAMUEL McFARLAND 


Assistant Cashier and Manager of Credit Department, Fifth-Third National Bank, Cincinnati, Ohio 





a heavy inventory on hand, but future 
commitments for materials at peak 
prices. 

Temporary relief was obtained from 
New York banks by obtaining funds 
secured by merchandise and receivables 
which enabled the concern to continue 
operations until a reorganization could 
be effected. 

Various committees were organized; 
one representing the banks; one the 
merchandise creditors, and others rep- 


resenting both the preferred and com- 


mon stockholders. 

These committees working in unison 
put into effect the following plans, 
which time has shown were sound and 
sane: 

(a) First mortgage bonds were 
issued to provide new working capital. 

(b) Debentures were issued and 
given the banks in lieu of their debt 
and also to provide additional funds. 

(ce) Prior-preferred stock was is- 
sued and turned over to the merchan- 
dise creditors. 


Read These Helpful 
Departments 


THOROUGH study of 
THE BANKERS 
MONTHLY is not complete 
until you have read the sug- 
gestions to be found in the 
regular departments. 

“Securities and Invest- 
ments,” for example, includes 
pertinent articles and news 
relating to bank investments. 
“Overseas Finance” is 
another department that 
keeps you abreast of the times 
in important financial devel- 
opments throughout the 
world. And there are others 
—all of them regular features 
each month. 

Turn to the departments 
on the following pages: 
Around the Directors’ 

Table 
Safeguarding Your 


Buildings and Improve- 


56 
The Banker-Farmer... .68 
Securities and Invest- 


74 
In the Banking World. .80 























(d) The old common stock, par 
$100 per share, was converted into an 
issue of no par; the old preferred 
left unchanged. 

The policy and management rested in 
three individuals selected for that pur- 
pose who were to have control of the 
business until the reorganization debt 
be paid and the properties returned to 
the original stockholders. Under the 
plan the concern has not been compelled 
to borrow; earnings have been substan- 
tial, the funded debt materially reduced, 
and the stockholders can now see that 
their equities have been perserved. 

This is but one of many instances 
where by placing a company in the 
hands of a creditors’ committee, which 
acted as both doetor and nurse, the un- 
dertaker lost a job. — 

But it is. not always possible for a 
committee, no matter how efficient, to 
preserve a business. When a concern 
has become embarrassed the creditors 
are asked to meet the management, and 
if after carefully going over the situa- 
tion it is the consensus of opinion that 
an effort should be made to preserve 
the business, a committee is formed, us- 
ually consisting of some of the creditors 
and those taking an active part in the 
company’s affairs, provided the latter 
possess ability and honesty. 

Consent to the arrangement is then 
asked of the other creditors and after 
this is obtained an audit of the books 
is made and the inventory carefully 
checked to determine whether it is in. 
a balanced or unbalanced condition. If 
unbalaneed, and this is frequently the 
case, it must be decided whether the cor- 
rect policy would be to purchase the 
additional parts necessary for the fab- 
rieation of the finished merchandise, or 
whether it might not be wise to liquidate 
at least a portion of the unfinished in- 
ventory at junk prices. If it is decided 
that the better plam would be to pur- 
chase, or in other words to balance up 
the inventory, that all materials on hand 
could be converted into finished product, ; 
it becomes necessary to borrow money / 
for that purpose, and those advancing 
the funds, whether bank or individuals, 
become preferred creditors for the 
amounts advanced. 

One of the most important guides to 
a committee is a determined policy of 
operation fixed by a budget. The com- 
mittee should receive at least once every 


(Continued on page 48) 
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PRACTICAL THRIFT LESSONS FOR 


THE AVERAGE CLASSROOM 


A “Best Savers” and an essay contest were 


two methods 


which this bank used 


in 


an educational campaign among youngsters 


OR the past three years, the North- 

Western Trust and Savings Bank 
of Chicago has conducted a series of 
informal talks in six parochial schools 
in the vicinity of the bank. These talks 
have been given before the graduating 
classes and have sought to acquaint the 
boys and girls with the elementary 
principles of banking. The course is 
concluded with a visit to the bank in- 
eluding an inspection of the vaults and 
explanations of the work of the differ- 
ent departments. 

These talks were adapted from ma- 
terial prepared by the Public Education 
Committee of the American Bankers As- 
sociation. The entire subject was pre- 
sented through the recitation method. 

It was first determined what sort of 
conception the children had of the func- 
tions of the bank by questions such as: 
“When your father and mother go to 
the bank, what are the different kinds 
of business they transact there?” 

One would answer: “My father puts 
money in his savings account;” an- 


By THADDEUS SLESZYNSKI 


North-Western Trust and Savings Bank, Chicago 


other, “My mother sends. money to 
to grandpa in Poland;” a third, “My 
father borrowed money with which to 
buy a house;”’ and a fourth; “My 
father is getting six per cent on his 
money which he left at the bank to loan 
to some one who wants to buy a house.” 
Occasionally, a reply like the following 
would cause a few smiles from the wiser 
ones: “My mother puts money in the 
small box in the big steel vault in the 
basement.” Details of such a subject 
as the “use of the bank check” were 
also treated by determining how much 
the children already knew about bank 
checks. The subject of investing money 
was brought up by asking about the 
different ways in which the parents of 
the children invested their savings. 
Throughout every one of the ten half- 
hour sessions that the representative of 
the bank had with the various classes 
of children every opportunity was taken 
to emphasize the fundamental princi- 
ples of thrift, but at the same time 
great care was used in avoiding the 





A tour of inspection of the bank and 
close of the “‘best savers’ contest. A 
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oup photographs of the boy and girl winners marked the 
ve, a young lady employe is shown distributing 
winners. Below, August J. Kowalski, cashier of the North- 
talking to the group of winners. 


rizes to 
estern Trust & Savings Bank, is seen 





preaching attitude. 

This year an essay contest was held 
at the close of these lectures. The 
children had a choice of several sub- 
jects, including: “My Visit to the 
Bank,” “Thrift of Benjamin Franklin,” 
“How I Would Invest $10,000.00,” “How 
I Inereased My Savings Account” and 


“How We Bought Our Home.” Many 
excellent essays were submitted. The 
prizes consisted of bank accounts 


credited with deposits from $1.00 to 
$5.00. A photograph of all the prize 
winners was taken and a copy presented 
to every school. This picture, together 
with extracts from prize essays, was 
published in the house organ of the 
bank as well as in the local papers. 

This essay contest was announced at 
the beginning of the course because it 
was thought that such an _ objective 
would sustain the attention and increase 
the interest of children in the material 
presented. The children were permit- 
ted to write the essays at home and some 
of the teachers asked permission to cor- 
rect mistakes in spelling and grammar. 
The children were warned about copy- 
ing material from books and only a 
small percentage of them used words 
and expressions which indicated that 
they had not heeded this warning. No 
absolute requirements were laid down 
as to the length of the essays, but the 
children were advised to write at least 
150 words. 

During the school year, in addition to 
the talks and the essay contest, a Best 
Savers’ Contest was also held. This 
was open to children in all grades of 
every school within a radius of about 
a mile of the bank. It was believed 
desirable not to take into consideration 
the amount that the child had saved, 
and a point system was finally deeided 
upon with the child having the highest 
number of points designated as the 
Best Saver. The number of points 
credited to each child was determined 
by subtracting the number of withdraw- 
als from the number of deposits on his 
bank book, since the date of the open 
ing of the account. 

This system is not comprehensive, 
and a plan might be worked out where 
by children who saved but did not have 
a bank book would also have an oP 
portunity to win honors. However, We 
do believe it is important to emphasi 
deposits and withdrawals as shown by 
(Continued on page 44) 
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SOUND POLICIES IN DIRECTING 
YOUR BOND ACCOUNT 


Increased appreciation of the value of intelligent 
analysis and supervision of each institution’s 
investments will result in higher profits 


N purehasing for the bond account, 

sound economie principles and good 
banking practice must be closely com- 
bined with a thorough-going analysis 
of a bank’s bond account in selecting 
the types of securities that are best 
fitted to each particular case. 

Much of the theory and practice that 
have prevailed in the selection of se- 
eurities in the past is being discarded 
in the light of a better understanding 
of the types that are admittedly best 
qualified to fulfill the requirements of 
banking institutions. It is to be ex- 
pected that every buyer for a bond 
account will be offered securities from 
time to time that represent practically 
every branch of the business field but 


_ only those securities which meet the 


tests should be permitted to aspire to 
full confidence. 

In the first place, classification of the 
bond market may properly divide tax 
exempt and taxable securities. Under 
conditions that prevail at the present 
time, the actual value of tax exemption 
to a banking institution is so limited as 
to result in an overwhelming proportion 
of sueh requirements being drawn from 
the taxable field. 

The securities of the United States 
Government, Joint Stock and Federal 
Land Banks, Intermediate Credit Banks 
and Municipalities comprise the tax ex- 
empt group and are considered the 
safest investments obtainable in our 
country. It is proper to consider our 
own government securities not only as 
safe but their ultra-liquid character also 
justifies their purchase in cases where 
maximum marketability is a first re- 
quirement. Purchases made upon this 
basis, however, must be almost wholly 
for the purpose of obtaining such maxi- 
mum marketability, with no regard for 
the lower rate of income. It is much 
more logical therefore to consider these 
holdings as the part of the institution’s 
quick reserve rather than as secondary 
reserve items. 

In view of the admittedly limited 
value of tax exemption to banks, there 
has been an increasing tendency during 
the past years to select bonds in the 
taxable field that carry an adequate de- 
Bree of safety, obtain marketability in 
Proportion to estimated future require- 
ments and secure a rate of return that 
‘8 more nearly in proportion to the 
other investment factors than it is pos- 





By C. W. SILLS 
Vice President, Halsey, Stuart & Co. 


Taxable securities in the American 
investment market are readily classified 
under four main headings—railroad, 
industrial, publie utility, and the obli- 
gations of foreign governments and 
corporations. 

Railroad bonds as a class constitute 
the oldest and most seasoned divigion 
of our domestic corporation field. A 
generation ago, they represented practi- 
eally the only branch of our corpora- 


— discussion of theory 
and practice, and of the 
more important factors of 
sound investment policy 
which should enter into the 
administration of a bank’s 
bond account,’’ says the 
author, “has been appreciated 
in some of our older invest- 


ment markets for many years. 
More recently there has been 


an increasing appreciation 
throughout the country.” 

The accompanying article 
concludes the series on the 
bond account which Mr. Sills 
has contributed in recent 
issues of THE BANKERS 
MONTHLY. 


tion field which appeared to offer ade- 
quate security for institutional invest- 
ment. In spite of a few mistakes made 
by the railroads themselves during the 
last generation, and the lesson learned 
by the public through government con- 
trol during the war, we came more fully 
to appreciate the fact that the national 
prosperity is dependent in no small de- 
gree upon the performance of their 
functions. The marked inclination of 
Congress and of various state legisla- 
tures toward further regulation and 
supervision of transportation operations 
which still exists, however, are influ- 
ences that have seriously affected the 
earning power and credit of our trans- 
portation systems. 

It is true that the bonds and stocks 
of the better known railroads have regis- 
tered appreciable advances from the 
position they occupied immediately fol- 
lowing the war, but with the exception 
of the underlying issues of the more 
prosperous lines, they still are on a 
relatively lower price level than that of 
comparable securities in the industrial 


sible to obtain in the tax-exempt group. and public utilify field. 


The equipment trust field in particu- 
lar is worthy of definite representation 
in every widely diversified and well bal- 
anced secondary reserve. These securi- 
ties have established a remarkable 
record as to safety, provide a rate of 
return which should be considered at- 
tractive in view of the high element of 
security and also are available in ma- 
turities of a broad range. Terminal 
bonds, such as the Chieago Union Sta- 
tion Company, The Kansas City Termi- 
nal Railway Company and the Cleve- 
land Union Terminals should likewise 
be considered, although, for the most 
part, they are obtainable only in the 
longer maturities and lower rates of 
return. 


As a result of ‘the lessons learned 
during the past few years, it is no 
longer necessary to argue with the ma- 
jority of bankers to carry the point. 
that the investment of bank funds in 
industrial securities as a class should 
be confined to the strongest possible 
types. This refers to those in which 
basic conditions, competition, diversifiea- 
tion of products, sound financial posi- 
tion and capable management will pro- 
vide adequate safeguards against peri- 
odieal eras of adversity. 

Industrial companies have one great 
advantage over railroad companies in 
that they are able to adjust their selling 
price promptly to increased cost of raw 
materials and labor, and also with re- 
lation to demand for the products. 
Accordingly, great prosperity is en- 
joyed by industrial companies at peri- 
odie intervals of which the last decade 
has furnished many pointed examples. 
During such a period of widespread 
prosperity and enormous earnings, the 
tendency is, of course, to feel that such 
companies justify primary considera- 
tion in the selection of investments. 
During the last two years, however, it 
has been demonstrated on every hand 
that such a period of prosperity tem- 
porarily suspends accurate judgment 
with respect to all of the conditions 
that affect industrial companies. While 
earnings during the upward swing of 
our business cycles show karge margins 
in relation to fixed charges, there is a 
tendency to overlook consideration of 
the safeguards that may or may not 
have been made against the possibility 
of falling commodity prices, impaired 
inventory values, and of adverse operat- 
ing conditions and strong competitive 
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influences that would impair current 
profits. In the selection of industrial 
securities for the bond account, there- 
fore, it must be recognized that the 
factors which make for the greatest 
current strength may also make for 
weakness over a period of years if 
proper safeguards do not exist in the 
form of surplus, able management, di- 
versification of products, foresight and 
like factors. 

The public utility division of the so- 
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called taxable group, comprising those 
companies which supply _ telephone, 
water, local transportation, gas service 
and electric light and power have been 
developed in large part in the last 
twenty-five years. During the last few 
years, too, there has been increasing 
appreciation of the fact that public 
utility corporations enjoy many advan- 
tages over industrial concerns. The 
conditions of the war and post-war de- 
flation periods serve to provide both 





an epoch-making test of public utilities 
and to demonstrate conclusively the 
necessity of the services which they 
rendered. 

It is true, of course, that public utili- 
ties are more subject to regulations 
than are industrial concerns. This regu- 
lation in itself, however, operates as a 
practical guarantee that such companies 
will be allowed to earn a hypothetical 
minimum return sufficient to represent 

(Continued on page 62) 


AN EFFECTIVE SYSTEM FOR THE 
COLLECTION DEPARTMENT 


Profits on collections are limited to service 
and exchange charges, and it is therefore 
necessary to operate at minimum cost 


By J. C. SALVANT 


Manager, Discount Department, Canal-Commercial Trust and Savings Bank, New Orleans 


SYSTEM which has proved very 

effective in the handling of col- 
lections provides, first of all, for the 
segregation of the collection functions 
into four divisions. 

Under this plan, city collections— 
both immediate credit and deferred pay- 
ment—are assigned to one division, out 
of town collections and notes discounted 
by the discount department go to an- 
other division, securities and coupons 
are handled by a third division, and 
notes are segregated into a fourth di- 
vision, operated by the note depart- 
ment. 

As demand or sight drafts, straight 
or documentary are received for im- 
mediate credit, slips similar to the 
transit letter aré written out, consoli- 
dating the drafts of one firm into one 
batch, and instructions passed on to 
the man handling the presentation of 
the drafts, care being taken not to ac- 
cept instructions which cannot be com- 
plied with. 


Collection items are written up on 
triplicate sheets showing for whose ac- 
count the item is handled, tenor of 
draft, and last endorser, with the usual 
instruction or special instructions, if 
any, and when paid remittance or credit 
made. 


As presentation is made to the cus- 
tomer or firm upon whom the draft is 
drawn, if in order, a check in payment 
of the items is given; if the firm is a 
customer of the bank or of known re- 
sponsibility, certified checks are not de- 
manded, but this is a matter of policy 
which is decided upon by the institution 
in question. 

Time may be requested for the verifi- 
cation of documents, but in practically 
every instance refused drafts or their 
equivalent in current funds are back in 





the collecting bank in ample time to 
charge back dishonored drafts or wire 
for special instructions where needed. 

In the handling of drafts to which 
are attached ladings covering perishable 
goods it is necessary that the drawee 
be in a position to dispose of the ship- 
ment quickly, and if payment is re- 
fused, wires requesting disposition of 
shipment should be dispatched immedi- 
ately to minimize the resulting loss 
which usually oceurs in matters of this 
kind. 

On drafts drawn on parties outside of 
the radius of the business section de- 
mand is made by telephone where pos- 
sible, and those who cannot be reached 
by telephone are notified by mail. Pay- 
ment is made direct over the window of 
the collecting bank. Drafts are usually 
held for seven to ten days, if not sub- 
ject to protest. This covers only in- 
stances where presentation cannot be 
made by runner, and if protestable 
handed to a notary for formal presenta- 
tion. 

Time drafts, to which are attached 
documents, ladings, invoices, insurance 
certificates, etc., to be released upon ac- 
ceptanee of the draft, are handled in 
the triplicate register, in this instance 
it is customary that any defect in the 
documents be remedied before the 
drawee will finally accept the draft. 

The growth of acceptance operations 
has increased the volume of transac- 
tions of this type when drafts are drawn 
on banks against established L/e and 
has in many instances helped create an 
acceptance market in the city upon 
which these drafts are drawn. 


Usually these drafts are accepted in 


‘accordance with regulations of the Fed- 


eral Reserve Board, showing the na- 
ture of the transaction, whether import 
or export, also guarantee of signatures, 


and are sold for account of forwarding 
bank the proceeds remitted or credited 
to the account of the forwarding bank. 
Motor vehicle and farm implement 
manufacturers at times ship carloads 
of their products on B/L drafts, which 
are exchanged for warehouse receipts, 
the goods to be released to the agent 
at a scheduled price, and the payment 
to be applied on account of the draft 
and remittance to them as each pay- 
ment is made. The usual charge is 
regulated by clearing house rules. 


Practically 80 per cent of the cotton 
shipped into New Orleans is handled 
on a draft basis. The buyers of cotton 
for the spot brokers concentrate their 
shipments at various gins and ware- 
houses and reimburse themselves by 
sight drafts with railroad ladings at- 
tached drawn on their principals. The 
spot brokers in turn warehouse the cot- 
ton after classification and call upon 
the banks for aid in the distribution 
of the crop to foreign buyers or to 
eastern, southern or other domestic 
spinners. 


Drafts handled for collection and re 
mittance are at times drawn with ex 
change, but in the instance where the 
drawee refuses to pay the exchange it 
is necessary for the collecting banks to 
wire for instructions, which may entail 
the cost of more than exchange. In in- 
stances we have collected drafts of this 
tenor under a guarantee that should the 
forwarding bank insist upon the collee- 
tion of exchange we will be reimbursed. 


Profits of the collection department 
are limited to the usual service and ex 
change charges, and due to the number 
of employes necessary “to handle the 
various and numerous phases of collet 
tion (while considered an accommoda- 
tion department), it is possible to op 
erate at a minimum cost. 
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These cars with their bright 
new radiators and familiar em- 
blems are just six months old— 
yet you see them on the streets 
by thousands. 


A tremendous public accept- 
ance has been accorded Chev- 
rolet because of its modern de- 
sign and sturdy construction; 
its unusually attractive appear- 


Gverywhere you see 
the New Chevrolet 


ance and its reputation for 
economical operation. 


Chevrolet dealers are delivering 
thousands of new cars every day 
to waiting customers; are enjoy- 
ing the prosperity which is 
rightly theirs for offering a car 
whose high quality and low 
price make it an unquestioned 
good value. 


CHEVROLET MOTOR CO., DETROIT, MICH. 
Division of General Motors Corporation 


QUALITY AT LOW COST 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 





WHAT ABOUT THE GROWING COST 
OF INHERITANCE BURDENS? 


How increased Federal and State taxes 
are making it more and more difficult 


HE subject of inheritance burdens 

concerns bankers in their everyday 
business ; it concerns their customers and 
affects them as individuals. 


Viewed in the light of present ex- 
perience the problems involved in the 
subject fifteen years ago appear simple. 
When I speak of inheritance burdens I 
do not refer to the personal equations 
that result from inheriting property, 
but to the practical and financial 
burdens in which every man is bound to 
be directly interested concerning his own 
estate and in which the banks are in- 
terested as affecting business relations 
with their customers. 


The banks are concerned in inherit- 
ance burdens from several angles. Those 
having trust departments are concerned 
in the increased work and expense of 
administering estates caused by the 
present day situation and in the dif- 
fieulty of keeping informed about the 
legal complications constantly arising so 
that they may give proper financial 
advice to their customers. Loaning and 
credit departments of the banks are in- 
terested in the problem as affecting the 
credit position of their customers. Bank- 
ing departments meet the problem in 
the transfer of decedents’ accounts and 
in attracting and retaining the accounts 
of non-residents. Bond departments 
find the problem a factor in giving in- 
vestment advice and selling securities to 
customers. 


Cost of Administration 
About 15 years ago the only inherit- 
ance burdens connected with the admin- 
istration cost of an estate consisted of 
the charges of the executor or admin- 
istrator; counsel fees; and court costs. 


The charges of the executor and ad- 
ministrator have not been particularly 


burdensome, being more or less regulated ° 


by state law in most cases and the law 
in turn having grown out of a long 
custom which has kept this expense at 
a very moderate figure. In the same 
manner attorneys’ fees have been more 
or less regulated by custom and except 
in eases of protracted litigation, or in 
estates having complicated situations, 
they have not seemed onerous. The 
element of court costs, which comprise 
the charges of the court itself, is usually 
nominal. 


In estates administered today these 


same charges exist but in a measure 
have had to be increased by reason of 
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to administer an estate economically 


By ROY C. OSGOOD 


Vice President, First Trust and Savings Bank, Chicago 





the complications caused by the debt 
situation in estates. The debt situation 
comprises the principal burden I shall 
present for your consideration. 


Debts of Estate 
When the average person having any 
experience with the administration of an 





ROY C. OSGOOD 


estate in probate thinks about the debts 
of an estate he has in mind a very simple 
matter. He usually thinks of debts oc- 
easioned by the last illness and current 
household and other bills that run along 
in their usual course but which have to 
be proved as claims in the Probate 
Court. If the man whose estate is being 
administered were in business indiv- 
idually, or in a partnership, there would 
be considered the business debts in addi- 
tion. 

Until within the last ten years very 
little thought has been given by the 
average man, or the average bank, to 
the question of indebtedness caused by 
tax legislation of the states and the 
United States. Since the advent of 
the Federal income tax law in 1913 
and the subsequently increased rate 
burden and the increased taxes im- 
posed by state inheritance tax legisla- 
tion, as well as the Federal estate tax 
since 1916, and the gift tax since 1924, 
the question of tax indebtedness has 
assumed a serious aspect. 


Early in this period the trust com- 
panies of the country acting as executor 
and administrator began to realize the 
added work and responsibility caused 
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by the impact of these laws and the 
financial burden thrown upon estates 
because of their existence. This burden 
has not been as emphatically realized by 
individuals until within the last four 
or five years. 









In my opinion two-thirds of the time 
that is spent by trust company officials 
and lawyers in talking to clients about 
the arrangement and distribution of 
estates is devoted to discussion and eon- 
sideration of the debt burden caused by 
tax legislation. The making of outright 
gifts, family settlements, the creation of 
living trusts and the planning and pre- 
paration of wills, turn largely upon 
considerations affected by this burden. 













A man talking to a prospective ex- 
ecutor or his lawyer about his assets and 
liabilities would give usual and natural 
consideration to any especial debts that 
might lie against his estate at the time 
of death or earlier distribution. Prior 
to the impact of the present tax legisla- 
tion, the net worth of his estate would be 
predicted entirely upon an_ ordinary 
consideration of his assets and upon his 
contractual debts, consisting of open 
accounts, notes and mortgages. He 
would have considered the valuation of 
his assets affected by the ordinary econdi- 
tions of business. Under usual circun- 
stances he would have reason to feel that 
his books of account would show a sub- 
stantially correct statement of his asset 
and liability position. 

Now the situation is entirely changed 
and his unknown and contingent liabil- 
ities are as important a factor in the 
situation as his known debts. That § 
true of the liability side but the effec 
on his asset position of frequently ar 
tificial valuations of property for tax 
tion, and the dangers of forced sale t0 
pay taxes, form an important contingent 
factor. The element of the unknow 
has so entered the problem that with 
out the aid of expert legal and financial 
advice he is unable to reach any inte: 
ligent conclusion as to what his né 
worth would be in the event of bi 
demise. While this article relates to the 
estates of individuals, it is pertinent © 
note that the affairs of a eorporatios 
at the time of dissolution or reorgall® 
tion find themselves in very much 
same uncertainty under the Feder! 
income tax law. 


Tax Debts 
The tax debts of an estate general] 




































































































embrace four factors: (1) local taxes 
usually levied on the estate while it is 
in process of administration; (2) 
eurrent Federal income taxes during the 
same period; (3) back Federal income 
taxes which have not been adjusted prior 
to death; (4) and inheritance taxes. 
The amount of local taxes has always 
been one of more or less uncertainty in 
most states on aceount of the unfor- 
tunate situation that has existed con- 
eerning the taxation of personal prop- 
erty. 

Prior to the advent of the state income 
tax it has been a+ matter of common 
knowledge that personal property 
seldom has borne as great a proportion 
of taxes as real estate during the life- 
time of the owner. It is a matter of 
eommon knowledge that in the case of 
death and the filing of an inventory of 
assets in court the real personal prop- 
erty situation of an estate is usually dis- 
closed in its completeness to the tax 
authorities for the first time. This some- 
times results in two increased burdens: 
(1) an increase in current taxes during 
the period of administration far in 
excess of those paid during the lifetime 
of the owner; and (2) those arising 
from an inclination on the part of some 
tax authorities to attempt to collect 
back taxes if the deficiency in current 
taxes before death has been abnormal 
compared with other estates. 


This tax difficulty is not new and 
existed before the complications super- 
imposed by the Federal income tax and 
the state and Federal inheritance taxes. 
The added factors that cause increased 
difficulty and expense of administration 
as well as enlarging the debt burden 
of the estate are found in back Federal 
in¢gmhe taxes and in state and Federal 


ingeritance taxes. 


Inheritance Taxes 

The debt burden created by inherit- 
anee taxes arises from the state inherit- 
ance taxes and Federal inheritance tax, 
known as the estate tax, together with 
its supplement, known as the gift tax. 
These burdens are difficult to ‘ascertain 
in advance owing to the complexities 
of the statutes creating them and owing 
to the frequent changes both in the 
statutes themselves and in the construe- 
tion of them by the courts. 


State Inheritance Taxes 

I shall not attempt to go into the 
history of state inheritance taxation. It 
8 sufficient to point out that this is a 
tax that has existed in different forms 
in the European.countries for hundreds 
of years and has been long employed 
by many of the states in this country as 
4 form of taxation supplementing gen- 
eral taxes. The tax is said to be based 
upon the right of the state to control the 
Might of transmission of property on the 
death of the owner. The tax therefore 
has been construed by the courts almost 
uniformly to be a tax upon the right of 
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< RESOURCES > 
< Cash and Due from Banks . . . $ 42,788,411.74 = 
< United States Bonds and Certificates 19.457,528.04 hes 
< Other Bonds and Securities . . . 32,252,370.07 = 
< Loans and Discounts . . . . .  199,742,810.30 i 
< Secured Advances to Trust Estates . 1,059,475.50 ‘3 
z Real Estate and Buildings . . . 16,531,276.92 Ys 
z Accrued Interest, Ete.. . . . . 1,487,657.76 

=! a 8 udad tare tei RS GY 27,264.56 
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= Customers’ Liability under Letters of 
S Credit and Acceptances a Ore 15,553,782.93 - 
< Total . . . . . $328,900,578.72 
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= LIABILITIES rd 
= Deposits of Individuals, Corporations, 3 
¢| Bens; Ee. . .. . : . . Seer > 
<€ United States Government Deposits 6,229,398.38 EB 
€ Accrued Interest Payable on Deposits 526,864.01 of 
c Total Deposit Liability . . $275,668,386.88 is 
PY Dividend Payable, July 1st, 1925. 550,250.00 oe 
< Letters of Credit and Acceptances . 15,595,307.93 bf 
< United States Bond Account. . . 5 50,000.00 is 
a Reserve for Taxes, Unearned Income, im 
=! Etc. oe ae) erect 1,194,768.97 zt 
by Cepitel—Paig@lip . gf . hours 22,250,000.00 > 
c Surplus and Current Earnings . . 13,085,864.94 > 
« Total . . . . . $328,900,578.72 > 
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succession and not upon property itself 
like ordinary taxes. This theory of tax- 
ation is known among the economists 
as the “yardstick theory” and is that 
upon which franchise taxes are based. 
The tax is said to be levied not upon 
the assets of an estate but upon the 
right of suecession measured by the 
property transmitted by the decedent or 
received by the beneficiary. 

The courts in construing the ordinary 
law of taxation have held that the 
Federal government has no right to levy 
a tax upon bonds and other obliga- 
tions of the states and their political 
subdivisions and conversely that the 
states have no right to levy a tax upon 
similar instrumentalities of the United 
States. Under this theory, however, the 
courts have held that the states may levy 
an inheritance tax upon the rights of 
succession to an estate consisting en- 
tirely of United States bonds and that 
the Federal government may likewise 
levy a tax based upon the obligations 
of the states. It follows therefore that 
no property of any kind or character 
is inherently exempt from the inherit- 
ance taxes of the states, or the United 
States, and is taxable unless it is exempt 
specifically by the terms of the law. 
This tax is one that may be logically 
employed by the states because the rights 
of succession to property are controlled 
by the laws of the states. 


Among the states there are two 
classes of inheritance taxes; one known 
as estate taxes and the other as succes- 
sion taxes. Alabama and the District of 
Columbia have no inheritance tax legis- 
lation. Florida has recently prohibited 
inheritance taxes by a constitutional 
amendment and the state of Nevada has 
repealed its inheritance tax law to take 
effect July 1, 1925. All of the other 
states have death taxes of one sort or 
another and so have Alaska, Hawaii, 
Porto Rico and the Philippines. 

The estate tax is based upon the estate 
as a whole and not upon the separate 
beneficial shares. Four states have so- 
called estate taxes. The Mississippi act 
is based upon the net estate of the 
decedent in much the manner of the 
Federal tax, while Oregon, Rhode Island, 
and Utah have taxes that are called 
estate taxes but are in effect succession 
taxes. 


In the remaining states there exist 
suecession taxes based upon the interest 
transferred to each beneficiary. In those 
states levying succession taxes the 
amount of the tax is determined by three 
factors taken together, relationship of 
the beneficiary to the decedent, the rate 
of tax, and the exemptions. The rela- 
tionship is divided generally into three 
classes; (1) direct heirs who usually 
bear the lowest rate of tax; (2) collat- 


eral heirs who bear the next highest. 


rate; and (3) strangers to the blood 
who usually bear the highest rate of tax. 
The rates of tax vary with the states 
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and, of course, are matters of fiseal and 
public policy of each state. The mini- 
mum rate runs all the way from one- 
half of one per cent to five per cent. 
The maximum rate varies from five per 
cent to 40 per cent. 


The exemptions are of two kinds. In 
most of the states each class of relation- 
ship has a definite exemption which is 
usually the highest in the ease of direct 
heirs and lowest in the case of strangers 
to the blood. Many of the states exempt 
gifts to charitable, educational and re- 
ligious purposes. In most states these 
exemptions are general but in fifteen 
states they are restricted to organiza- 
tions within the state. 


The present difficulty in ascertaining 
in any given estate the amount of debt 
burden due to inheritance taxes created 
by state law is generally said to grow 
out of the character of the property 
subject to the tax. Strictly speaking, 
however, this difficulty grows out of a 
mixed question of the character of the 
property and the taxing jurisdictions. 
In other words, the main criticism of the 
state inheritance taxes in their effect on 
interstate transactions may be said to 
arise from the fact that our government 
is eomposed of forty-eight different 
state jurisdictions with conflicting laws 
and interpretations. 


The rule of inheritance taxation of 
real estate is not particularly difficult 
and the law concerning it is fairly well 
settled. Real estate is taxed only in the 
state in which the property actually lies. 
There is one exception of this rule under 
which several states apply what is 
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known as the equitable conversion 
theory. Under this theory where a will 
directs the executor to sell real estate 
and apply the proceeds in a specific 
manner it is held that the real estate js 
converted into personal property for 
tax purposes. Pennsylvania and several] 
other states have this theory of taxation 
and the result is that if a Pennsylvania 
decedent owns real estate in the state of 
Colorado, it would be taxed by the state 
of Colorado because the property lies 
there and by the state of Pennsylvania 
on the equitable conversion theory. 


The rules concerning the taxation of 
personal property are exceedingly dif. 
ficult and complex and out of these rules 
grows the present difficulty in ascertain. 
ing the amount of the tax itself in 
regard to such property. Generally 
tangible personal property such, for in- 
stance, as furniture, an automobile 
or a_ stock of goods and _ mer. 
chandise, is taxed in the state where the 
property actually lies. This rule, how- 
ever, is not entirely uniform and in some 
states such property has been taxed also 
at the domicile of the owner. 


On June 1, 1925 the United States 
Supreme Court rendered a decision 
growing out of four cases involving the 
Frick estate under the laws of Penn- 
sylvania. Henry C. Frick died domi- 
ciled in Pennsylvania leaving an art 
collection in New York and tangible per- 
sonal property at his summer home in 
Massachusetts. The state of Pennsyl- 
vania taxed the New York and Mas 
sachusetts property because his domicile 
was in Pennsylvania. The estate con- 
tested the tax on the ground that the 
Pennsylvania law violated the due 
process of law clause of the Fourteenth 
Amendment of the United States Con- 
stitution. The Supreme Court sustained 
this contention and held the Pennsyl- 
vania law unconstitutional. This deci- 
sion will have a salutary effect on the 
multiple tax tendencies of the states and 
probably settles the tax rule for tang- 
ible personalty. This decision should 
not be confused with the recent insur- 
ance tax decision in the same estate 
which arose under the Federal estate 
tax law. 


In the case of intangible personal 
property, which in the average estate 
consists of stocks and bonds, the ‘at 
situation is extremely confusing. a4 
gives rise not only to multiple taxativa 
but to inereased costs of administration 


For ordinary tax purposes the rule 8 § 


that the location of personal property) 
such as stocks and bonds is at th 
residence of the owner. For inheritane 
tax purposes, however, this rule has beet 
so changed by the laws and the decisiolt 
in the various states that the presetl 
situation is one of the utmost confusil 
In practically every state such propery 
is taxed at the domicile of the decedest 
In the ease of bonds this is the genet! 
rule for all practical purposes. 
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ance tax levied by the Federal govern- 
ment under the act of June 1, 1924 and 
is the outgrowth of the acts of 1916, 


1918 and 1921—all war legislation. The 
last act materially increased the rate 
of tax. The first Federal inheritance tax 
law was passed in 1797 and repealed in 


1802. The next existed from 1862 to 
1870. Then followed the tax of 1898 to 
1902. 


The history of the Federal inheritance 
tax has been one of emergency legisla- 
tion and the present act together with 
its three immediate predecessors has 
lasted longer than any of the others, 
having been in existence for practically 
ten years. The right to levy this tax 
under the constitution of the United 
States exists if at all under what is 
known as the excise tax power of the 
Federal government. Inasmuch as the 
laws of the United States do not control 
the right of transmission of property 
upon the death of the owner, the Federal 
act has not the same logical basis of 
justification that exists in the case of 
state inheritance tax laws. The tax is 


* * 


A RAPID-FIRE CAMPAIGN 
THAT RENTED 500 BOXES 


(Continued from page 10) 
plete list of our direct-by-mail campaign 
was run on cards and the employes were 
asked to select people whom they knew 
and thus follow up direct-by-mail with 
a personal call. 

The start was very hard due to the 
fact that no one knew just how to ap- 
proach this proposition of selling boxes 
and the advertising had not as yet be- 
gun to take hold. The first week pro- 
duced only 45 boxes, but by the time 
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based upon the entire estate without 
reference to the relationship of the 
beneficiaries to the decedent. In this 
respect it is much simpler to understand 
than most of the state laws and the debt 
burden created by it is much easier to 
estimate. 
The Gift Tax 

The gift tax was proposed at the time 
of the revision of the revenue laws made 
in 1921, but was rejected by Congress. 
It finally succeeded in passing at the 
time of the last revision in 1924. It is 
a tax upon all gifts made within any 
given year that do not fall within the 
purview of the Federal estate tax law. 
The rate of the tax is exactly that of 
the Federal estate tax. The only plaus- 
ible justification that I know of for the 
existence of the gift tax is to prevent the 
lessening of Federal estate taxes and 
Federal income taxes by the voluntary 
action of individuals. When the rates 
of the Federal income tax became ex- 
tremely burdensome it was natural for 
owners of larger fortunes to give parts 
of them away to members of the family 


* * * 


that the first score was announced 
rivalry began to appear and the success 
of the campaign was assured. We soon 
found that interest was the greatest 
just after a bulletin was published, so 
it was decided to erect a large score 
board giving the total score to date 
and the highs for the week. These 
scores were published promptly and 
were usually accorded much interest in 
the form of good natured jesting and 
wagers. One of the important features 
was the bookkeeping in the vaults and 
the successful handling of the custom- 
ers, especially on days when we rented 
from 30 to 70 boxes. Our system was 
to require each employe to write the 
name and address of the customer on 
a 3x5 eard and sign his own name to it 
before sending the customer to the 
vaults. When the custodian received 
the card he noted on it the date, the 
number and price of the box which the 
eustomer selected. These cards were 
kept in a separate file for each employe. 
A ledger was kept with a sheet for each 
employe and every sale was posted on 
the employe’s page showing the date, 
the number of the box and the amount 
of money collected. Recaps of gross num- 
ber of boxes and amount of money were 
also maintained. In order to facilitate 
the work of serving the customers the 
estimated number of keys required for 
the day were kept on a rack in front 
of the custodian so that it was not nec- 
essary to go into the vault and hunt for 
a box each time that a sale was made. 
In a great number of instances sales 
were made outside of the bank, and 
the money was turned in, which nec- 
essitated holding the contract and keys 
until the customer could come in and 


complete arrangements. A careful file was 
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or to dependents for the purpose ¢ 
reducing surtaxes. Likewise when th @ 
rates of the Federal estate tax becang, 
so very high as to be an extreme burden 
many individuals began to make gifts 
of parts of their property in order t 
save the burden of taxes upon thej 
estates. 

In addition to this a great deal of @ 

controversy has naturally arisen betwee 
the estates of decedents and the Federg) 
government over what is known as gifts 
made in contemplation of death. Par 
of the justification claimed for the in. 
position of the gift tax was to enable th 
government to obtain an amount of ta § 
equal to the Federal estate tax whethe 
the gift was made in contemplation of 
death or not. If it is not made in eon. 
templation of death it pays the gift tax. 
If it is made in contemplation of death 
it pays the estate tax. The legislation 
therefore embodied in this particular tax 
law was for the avowed purpose of pre- 
venting diminution of income taxes on 
the one hand and estate taxes on the 
other. 


* * 


maintained to cope with this situation. 
The last week of the campaign a 
letter was composed as coming from 
“The boys in the cages” and signed in 
ink with that signature. The letter was 
sent to the list which had already re 
ceived four folders and was designed | 
to erystalize any interest that had been 
aroused by previous advertising. The 
success of such a human interest letter 7 
can be seen in the fact that on the final © 
day, after the letter went out, 70 boxes 
were rented which more than doubled 
any previous day. 
Officers and employes were encour- | 
aged to write personal letters to their 7 
friends soliciting business for their per 7 
sonal credit. Four such letters wer & 
written of which from 100 to 500 copie F 
were mailed. The expense of mailing F 
was defrayed by the bank. F 
In order that the five displays woull © 
not become monotonous to the custom 
ers positions were shifted each week. F 
The Depositors State Bank in its ) 7 
years of existence had accumulate 
1500 boxes previous to this campaigt 
In 35 days the campaign increased thi § 
number 33 per cent. The Robey Stat § 
Bank, which was merged with the De 
positors on Dee. Ist, brought to te i 
Depositors 210 boxes which they hai fF 
accumulated in their six years of ex* FF 
tence. The campaign secured more thi § 
twice this number of boxes. A lat 
portion of the first year’s rentals wet 
paid to the employes as bonuses. Ti 
remainder of rentals collected just 
frayed the advertising expense of th 
campaign. The profit that will acer 
in the years to come will be clear. Th 
benefit from carry-over effect and th 
general publicity value can only be e 
mated. 
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RATIOS THAT AID IN SIZING 
UP STATEMENTS 
(Continued from page 14) 
so it would appear obvious that if re- 
eeivables increased in proportion to 
merchandise, an increased current ratio 
would be the result, because a relatively 
large amount of the current assets would 
be on a cost plus basis. Too high a 
relative ratio here indicates one of two 
things—slow receivables or “window- 
dressing” of inventory. An abnormally 
low ratio warns of top-heavy merchan- 

dise. 

The third ratio shows the relation be- 
tween net worth and fixed assets. The 
founder of one of the largest packing 
houses once said that if he supplied the 
eapital for fixed purposes the public 
would provide his working capital. 
This ratio would have shown 100 per 
cent in his statement. Conditions have 
changed and today we require this pro- 
portion to show enough margin over 
100 per cent to provide adequate work- 
ing capital. An increased net worth 
which does not reflect an increase in this 
ratio indicates plant expansion, the nee- 
essity for which should be verified. 

Last but not least of the four static 
ratios is that of Debt to Worth, or as 
some phrase it, worth to debt. This 
indicates the real ownership of the busi- 
ness, shows the relation between owned 
and loaned capital and if dispropor- 
tionately large is the warning notice to 
an alert creditor to get out and stay 
out. The liquidity of the assets is an 
important factor in determining how 
high the ratio of debt to worth may be- 
come before the risk is hazardous. 
When a portion of the debt is funded 
the ratio can reach a higher proportion 
without danger but for safety the ratio 
should be constantly declining as the 
funded debt approaches maturity. 

The above are all quantity studies, 
but most bankers prefer high quality to 
great quantity. The last four are called 
velocity ratios because they are based 
on volume of business rather than finan- 
cial condition. 

The first of these, Sales to Receiv- 
ables, tests the quality of the asset 
which has the highest degree of availa- 
bility, after cash. It measures the turn- 
over of receivables and indicates the 
average time required to liquidate them. 
Too high a ratio indicates possible hy- 
potheeation with receivables shown net 
in the statement. Too low a proportion 
warns of old accounts or long term 
sales, 

_ The freshness’ and salability of the 
inventory are observed in the second 
ratio, Sales to Merchandise, which in- 
dieates the number of times the mer- 
thandise is sold completely each year. 

is not strictly true because one 
factor, sales, is valued at selling price, 
Presumably above cost, whereas the other 
factor is taken at cost, but it suffices 
for comparison purposes. A low ratio 
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The Hand of Experience 
fais pe dons 


For one thing, the experi- 
ence of him who plans and writes it. 


Advertising experience that has 
convinced him that the only true 
measure of, advertising’s merit is 
its ability to bring inquiries and 
business to the advertiser. 


Experience in trust work; 
knowledge of law, taxation, in- 
vestment, life insurance; under- 
standing of the heavy responsi- 
bility that trust advertising bears 
— its influence on public welfare, 
guiding people in the most im- 
portant acts of their lives. 


Both forms of experience are 
offered you in Purse service. 


Purse representatives are gradu- 
ates of the school of finance of 
one of the: world’s leading univer- 
sities; with special training, many 
years’ experience, in financial ad- 
vertising. 


Our copy department is headed 
by a successful trust officer, recog- 


nized as one of the most brilliant 
minds in the fiduciary profession. 


In 14 years we have learned 
the sources of trust business, the 
form of advertising that most ef- 
fectively secures it. Within the 
past few months, trust officers 
have told us, “More _ than 
$8,600,000 in trust business from 
our mailing list in 10 months; 
and 20 additional wills, value not 
estimated” (Boston, Mass.). “Re- 
turns from first mailing paid for 
entire campaign” (Braddock, Pa.). 
“104 trust appointments last year 
from list of 500 names” (Hack- 
ensack, N. J.). 


Purse advertising, mostly trust, 
has been used by 26 of the coun- 
try’s 100 largest banks; 9 of the 
25 largest; 2 of the first 3. Sea- 
soned judgment has approved the 


service we offer you. 


Do you want more trust busi- 
ness? Now, with Fall months 
near, is the time to investigate, 
consider, plan. Write for speci- 
men literature, prices, complete 
information. 


PURSE PRINTING COMPANY 


Contrivers of Publicity for Banks and Trust Companies 


CHATTANOOGA 


New York Office 
No. 2 Rector Street 


G 


TENNESSEE 


Chicago Office 
10 So. LaSalle Street 











or turnover points to one of three 
things :—stale goods, speculation in mer- 
chandise, or dry rot in the selling force. 
Conversely a very high ratio arouses 
suspicion of “window-dressing,” as in 
the static ratio of Receivables to Mer- 
chandise. 

The third dynamie is the Sales to 
Fixed Assets ratio. This is chiefly of 
value for comparison purposes and 
measures the plant activity in terms of 
output sold. When plant is expanded 
it should be for purpose of increasing 
output and this ratio indicates how far 
a company is justified in its plant ex- 
pansion program. 


The fourth and last volume ratio is 
that of Sales to Worth, which shows 
the activity of the capital. 
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Too large a ratio here will be reflected 
in a liberal debt and warns that invest- 
ment should be increased or volume eur- 
tailed. Too low a ratio in turn, is in- 
dieative of neglect or dry rot. 

All of the above relates to analysis 
of the balance sheet. 


There are two subsidiary reports 
which banks are gradually bringing 
into general use by insisting that they 
accompany the statement of assets and 
liabilities. They are the Operating 
Statement and the Surplus Account. 


The Operating Statement is valuable 
in proportion to what it reveals. Pri- 


marily it furnishes sales volume which 
is necessary to test the quality of the 
assets, as shown in the dynamic ratios. 
It supplies separately or collectively 
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cost of manufacture, selling and ad- 
ministrative expense, cost of borrowed 
money, cost of maintenance and de- 
preciation. If the company is unable 
to earn a reasonable profit the reason 
will be apparent in a scrutiny of these 
operating items. It may show too small 
a volume to permit profitable opera- 
tion under any circumstances or good 
volume but margin, after cost of goods 
sold, too small to cover their expenses. 
Close observation will probably show 
this the result of competition in a buy- 
er’s market- 

It may indicate a heavy selling cost 
not warranted by sales, proving the 
inefficiency of the sales foree. Again, 
a heavy administrative cost in a firm 
or closely owned corporation may be 
due to large salaries paid to the owners 
in lieu of dividends, when the latter 
would not have been justified. 

High interest charges hold the possi- 
bility of a heavy maximum indebted- 
ness, which if not indicated by the 
balance sheet, should be the subject of 
further inquiry. Maintenance and de- 
preciation should be included in the 
cost of manufacture but are frequently 
shown separately. They represent the 
management’s effort to keep the plant 
in proper condition and correct valua- 
tion. The balance after all charges is 
profit or loss, but the available balance, 
if a profit, is arrived at by deducting 
Federal Taxes. 

The Surplus Account is useful in that 
it shows all transactions affecting the 
net worth, other than new capital sold 
at par. The usual items to be found 
are:—Profit or Loss forward from the 
Operating Statement; Dividends; Tax 
Assessments for prior years; Adjust- 
ment of Inventory and Special Reserves. 


BANK TELLS PUBLIC OF 
BRANCH POLICY 


When The Union Trust Company of 
Cleveland opened its new office at 
Euclid Avenue and Taylor Road on 
Wednesday, July 1st—its eleventh of- 
fice in greater Cleveland—the foremost 
feature of the advertising in connection 
with the opening was a straightforward 
statement of the bank’s branch policy. 

In a special folder gotten up in news- 
paper style and distributed from house 
to house throughout the neighborhood 
immediately preceding the opening, ap- 
peared this statement, which was the 
keynote of the opening publicity: 

“The new East Cleveland Office of 
The Union Trust Company will be a 
complete bank in itself. It is not just 
a “branch.” It is a bank with a man 
at the helm who has been schooled in 
banking in all its many phases, a man 
who knows how to serve and who is 
authorized and empowered to give serv- 
ice—full service and prompt service. 


“While the Euclid-Taylor Office will 


at all times be held under strict responsi- 
bility by the main office, nevertheless, 
there will be a distinet freedom of ac- 
tion on the part of the manager to 
dispatch his business in his community 
for the quickest and best service of his 
eustomers. 

“A manager of a Union Trust office 
has not only the training but the au- 
thority to act and to help without ref- 
erence; his is a post of responsibility 





W. L. ARMSTRONG 


and he is equipped with facilities and 
authority accordingly.” 

This statement of policy should be of 
interest to all banks operating branches 
or contemplating expansion of this na- 
ture. 

The Union Trust Company feels that 
a branch bank should be more than 
merely a place in which to receive de- 
posits and cash checks. It sincerely 
endeavors to make every one of its 
branches an actual bank in itself. 

“The freedom to act, and to act with- 
out delay,” says Mr. Allard Smith, vice 
president of The Union Trust Company, 
is one of the essentials of true banking 
service. Uudue limitation placed upon 
a branch manager not only embarrasses 
him constantly in relationship with his 
customers, but tends to make his office a 
mere receiving station, rather than an in- 
stitution of financial service. Instead of 
regarding our branch offices as receiv- 
ing stations through which money flows 
into our Main Office, we regard them 
as distributing stations through which 
the reservoir of credit and service of 
our downtown office may have a swift 
and efficient outlet to the outlying 
neighborhoods. We aim not to take the 
depositor’s money to the downtown 
bank—we aim instead to bring the 
downtown bank and all of its facilities 
to the depositor.” 


“The frank statement of the Union 
Trust’s branch bank policy in its pub- 
licity,” says Mr. W. L. Armstrong, as- 
sistant treasurer of The Union Trust 
Company and manager of the new 





Euclid-Taylor Office, is a very practieg) 
aid to me in establishing this new office 
in the neighborhood. It enables me ty 
assure prospective customers that they 
may expect full banking service her 
in their own community.” 

Open house was held at the new office 
all day on July Ist. There were gop. 
venirs for the grownups and toy bal. 
loons for the children. 


KEEPING DETAILED TRUST 
DATA AT YOUR FINGER.-TIPS 
(Continued from page 15) 
through the banking department or 

direct to the paying agent. 

The probate force, for their control. 
ling subsidiary record have a_ book 
which we will call a “court docket,” 
which shows the details of all the steps 
necessary to be taken in the probating 
of an estate. It includes, in addition 
to the name of the deceased person, the 
date of death, the date of issuance of 
letters testamentary, the date on whieh 
60-day notice must be filed, the date © 
on which final accounts or other ac F 
counts must be made, the date on which & 
hearings are set for inheritance tax pur- 
poses, and other such items, and this 
record is in addition to the many ae- 
counts and documents which must be 
filed in the probate court. 

The general ledger shows the total 
assets in the same manner as the indi- 
vidual ledgers, and in addition shows 
the total liability to the customer. This | 
liability is classified under headings 
such as custodianship, trusteeship u- 
der will, trusteeship under agreement, 
executor, agency, ete., so that we can 
tell what our liability is under each of 
these headings, and our assets to offset 
such liability. 

Let us now trace the entries as ther 
pass through the different records 
First, to complete the records, we have 
two journals; one for cash and one for 
securities. 

Our cash journal is divided 
columns so that the debits and eredils 
to cash can also be shown as addition 
or deductions to our liability under th 
classifications heretofore mentioned 
That is, we have a eash column, tris 
teeship under will column, trusteeship 
under agreement column, custodianship 
column, ete., to a total of nine clast 
fications, so that at the end of the da 
we can take the totals of these colum 
and post the net change to the gener 
ledger under the classifications of c# 
and the different liability accounts. 

Our security journal has similar lit 
bility columns, but in addition a 
columns which compare with the col 
umns in the ledger. That is, there® 
a bond and stocks column, notes, mot 
gages and accounts receivable cola 
and premium and discount colum”. 


The security journal is made in tht 
counterparts. The first is a ticket 
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cireulates through the different record 
making departments so that a complete 
record is made of each transaction. The 
second ticket is a requisition on the 
yault in the event that securities are to 
be removed from the vault, or a receipt 
to the security cage in the event that 
securities are to be deposited in the 
yault so that in either instance there is 
a receipt for securities deposited or de- 
livered. The third copy is the perma- 
nent security journal. 

In order to have a check on our cash 
posting and eliminate an internal audi- 
tor, our cash tickets pass through a 
eash ledger, which is used only as an 
audit against the proper posting of cash 
tickets to the regular ledger. Then both 
cash and security tickets follow the 
same route through the department. In 
the event that an item involves both 
eash and securities the tickets are at- 
tached to one another. 

The tickets are then posted to the 
ledger and then to the personal prop- 
erty records, then to the security ree- 
ords, then to the record used for invest- 
ment purposes and finally to the records 
for income tax work. The income tax 
information can be had from the led- 
gers or from the tickets which are 
posted on the ledgers, and a form pro- 
vided for classification for the income 
collected in each account. This form 
shows not only the income but the dis- 
bursements of income and is balanced 
with the total receipts and disburse- 
ments of income shown on the ledger 
even though the items may or may not 
be ineluded or deducted for income tax 
purposes. All returns then be 
made from this record. 


can 


In addition to the records so far 
mentioned, there need to be records for 
corporate work such as records for the 
payment of coupons, which are com- 
paratively simple. As coupons are pre- 
sented, a requisition is made for a check 
showing the name of the person or bank 
presenting the coupons, the kind of cou- 
pons presented, and in the event of 
more than one kind, each kind of cou- 
pon presented, making the total amount 
of the check written. This requisition 
then accompanies the coupons to a 
foree which checks the work of those 
paying and the total of each kind of 
coupon paid is laid out on a seratcher, 
whieh is ultimately posted to the coupon 
ledger, reducing the cash by the amount 
of the coupons paid daily. The check- 
ers check the amount shown on the 
serateher to be posted to the coupon 

. by counting the coupons re- 
ceived by them from the coupon paying 
tage. -A complete record is kept of the 
cancelled coupons, and finally they are 
either receipted for by the agent or 

ved. 

Next we have a complete set of 
records for bond and trusteeships show- 
ing all of the details in connection with 
and also complete sets of records 





Unexpected 


Discoveries 





LD RUSSELL H. CONWELL tells an interesting 
story of an ancient Persian, Al Hafed, whose 
life was spent in a vain, world-wide search for dia- 
monds. When he was dead and buried, it was found 
that the search should have commenced and ended 
on Al Hafed’s farm. For, as the story tells, this spot 
became the location of the famous Golconda dia- 
mond mine, from which came the marvelous Kohi- 
noor and other diamonds which have dé¢corated the 
crowns of Europe and have been sold for fabulous 


sums. 


This story is told in the sincere belief that many 
easily-overlooked discoveries can be made in the 
familiar things that appear commonplace or hum- 
drum. Particularly, we believe that most people do 
not realize how many kinds of valuable assistance 
they can secure from a bank that is geared to meet 
the modern requirements of business and individ- 


uals, and banks. 


The Seaboard has developed a reputation as a 
veritable mine for service, and we believe that you, 
too, would find here the service you hope to secure 
from your New York correspondent. 


THE SEABOARD NATIONAL BANK 
of the City of New York 


24 EAST 45th ST. 


BROAD AND BEAVER 


115 BROADWAY 





for each transfer agency and each reg- 
istrarship. 

Records should be all started in a 
uniform and orderly manner and for 
this we use a new account memorandum, 
which shows the name of the account, 
and all of the details in connection with 
it in brief. This is not only used to 
open an account but is sent to the of- 
ficers and contact men so that they will 
be informed as to the new accounts that 
others are taking in. From this new 
account memorandum ean be made a 
central file ecard, which shows the name 
of the account, the details connected 
with it, as shown on the new account 
memorandum, and in addition, any con- 
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fidential information which may be 
helpful to people who in the future or 
in the absence of the individual taking 
in the account may have to deal with 
the customer. 

Finally, let us consider files, which 
are always a part of a well organized 
system of records. The files for docu- 
ments and correspondence for the 
greatest convenience should be legal size 
and have certain uniform classifications. 
For all accounts (but probate and cor- 
porate) they might be as follows: 

A guide ecard for each account and 
a folder for each classification is help- 
ful and efficient. 

For probate and corporate accounts 


Justifying Our Slogan, 
**The Bankers’ Service Station” 


—has never been an easy 
task. In fact it has kept us 
busy for thirty-four : 
years. But, the plea- 
sure of rendering 
“unusual” services in 
“unusual” ways has 
more than justified 


DECEMBER 1924 
The Business Indicator 
TI Ration. Bene of tne 





our efforts. Some of these 

special services are mentioned 
below and we shall 
welcome an op- 
portunity of laying 
complete details be- 
fore you on receipt 
of your inquiry. 


**The Business Indicator” 


“The Business Indicator” is a special service originated 
to help our Correspondents get more business. It is a 
service that actually pictures the “signs of the times” by 
means of a series of graphic charts. It will be imprinted 
under your name for distribution among your commercial 
customers. The “Indicator” brings business to our bank 
and we know it will bring business to your bank. We shall 
be glad to forward full details upon receipt of your request. 


Your Chicago “Headquarters” 


Whenever you come to Chicago we invite you to 
make your “headquarters” at the “‘Republic’s”’ Cus- 
tomers’ Club Room, where you will find the atmos- 
phere of a personal club and the convenience of a 
private office on La Salle Street —with stenographic, 
notarial and travel service, a private desk, a telephone 
and stationery as well as facilities for obtaining theater 
tickets and hotel or Pullman reservations. All are 
provided for your convenience and we invite you 


to make full use of them. 
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The National Bank of the 
REPUBLIC 


OF CHICAGO :-:- 


Joun A. Lrncn, Chairman of the Board 


Davin R, ForGan, Vice-Chairman 


Grorce Wooprurr, Vice-Chairman 


Hueo E, Orte, President 


Steel-Strong 








Colored 
Tubular Coin Wrappers 
Heavy Weight—Best Quality 
in stock at all 
Stationers 
Write for Catalog 


The C.L.DOWNEY CO. 


941-943 CLARK ST. 


CINCINNATI, OHIO. 








PATENTS 


Business from non-resident attorneys 
and banks especially solicited. Highest 
references; best services. Attorneys and 
bankers having clients who wish to patent - 
inventions are invited to write for full 
particulars and terms. 


WATSON E. COLEMAN, Patent Lawyer 
644 G Street, N. W., WASHINGTON, D. C. 
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a greater number of classifications is 
necessary but the principle is the same 
as above. 


For filing securities the most efficient 
method is to file bonds and stock certi- 
ficates flat, so that it is not necessary 
to unfold bonds to eut coupons nor 
stock certificates to get information. 
Each issue of bonds in each account 
may be placed in a separate folder and 
all stocks in one folder. The bonds can 
then be filed in the order of the matur- 
itv of their coupons and the stocks at 
the back of each account. Real estate 
notes are best filed in legal sized en- 
velopes. All securities are filed by the 
name of the account and the accounts 
arranged alphabetically on the files. 


L. A. Andrew of Ottumwa, Iowa, was 
appointed state superintendent of bank- 


ing. 
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PRESS—DOES IT PAY? 


(Continued from page 17) 


consideration. On the other hand, it 
is hard to get around the fact that whey 
a paper is fairly loaded down with qj 


kinds of advertising, our humble bank | 
copy must fight even harder to attraet 


t 
YOUR MESSAGE IN THE DAILY 


the attention of disinterested, perhaps 
unwilling, readers. 

Nearly anyone would prefer a sign. 
board placed conspicuously by itself to 
one thrown among a dozen others. And, 
it seems the same principle would ap 
ply to newspaper advertising as far as 
general bank copy is concerned. 

In one division of business, however, | 
banks oceupy the position of the re. 
tailers. This is in the bond and invest- 
ment field. Usually the best medium 
for bond advertising is the paper that 
carries the most of it. Obviously, this 
is for the reason that investors regard | 
the leading financial paper as an in- | 
vestment market place and look there 
for that type of advertising. 

The Day to Run Copy 

The best day to run copy must be 
determined in individual cases, depend- 
ing upon local conditions. Generally 
speaking, the Sunday paper is entirely 
too full of news, comies, automobile ads, 
and feature stories for the bank ad to 
get anything like a fair show for the 
circulation purchased. As to the other 
days, it is a good plan to study each 
paper to determine when it is the light- 
est. 

Monday usually is a good day for 
both morning and evening papers 
There is usually no Sunday afternoon 
edition and the Monday morning paper 
is greedily devoured by the news-hungry 
public. And, because of the big copy 
placed in the Sunday papers by the 
department stores, the Monday after- 
noon edition is usually fairly light. 
Wednesday and Thursday ordinarily 
find the daily papers the heaviest. 

Saturday usually is the lightest of all, 
and some publishers even give a dis 





E. 
count to advertisers who use Saturday x, 
papers. From the standpoint of the 
retailer who announces current bar 


gains, it is easy to see that the Satur 

day paper would be unable to bring § 
its share of cusotmers to the store. Ye, § 
as far a bank advertising is concerned, j 
there seems to be no reason why get © 
eral institutional copy read on Satur § 
day would not be as effective as thi § 
read on any other day. A contrary 

view would seem as foolish as an ide 
of a bank advertising man I know tht 
all of his outdoor signs must face the 
public as they go down town in the 
morning rather than as they go home# 
night. If advertising worked like th! 
—if it impelled a man to get off th 
street car and race to the bank to op@ 
an account—well, we wouldn’t be able 
to buy advertising, so great would ® 
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the demand. It is the constant plug- 
ging away—hammering home the name 
of the institution that counts. What 
dav it is done and what direction the 
people are riding doesn’t make any dif- 
ference. 

The Size of the Ad 

It is not always the large ad that at- 
tracts the most attention. Put a small 
diamond alongside a huge imitation, 
and see which catches the eye first. The 
same principle applies to advertising 
copy: 

Newspaper columns are uniform and 
monotonous. Any ‘sudden break of 
this monotony in the form of white 
space, a neat panel, a clever illustra- 
tion, an attractive line of lettering, an 
artistic border, or a catchy heading, has 
comparatively little difficulty in getting 
attention as compared with a larger ad 
lacking these elements. 


The question is often asked:— 
“Should a bank run small ads fre- 
quently, or larger ones less often?” 


The answer to this, like most of the 
other questions, depends upon local con- 
siderations. If the paper is a heavy 
one and good position is difficult to ob- 
tain, large copy is almost necessary. 
On the other hand, if the paper is light 
and good position may be had, smaller 
space will suffice. Frequently a news- 
paper will give advertisers exception- 
ally good position without extra charge 
if it is given an option as to what day 
the ad shall appear. 

The size of copy used by competitor 
banks also should have some bearing 
on the decision. When small copy looks 
insignificant, by comparison, it usually 
is better to run larger ads less often. 


Illustrations—White Space—Length 
of Copy 

There are many ways to make even 
small ads loom up. Among these are 
good illustrations and white space. Per- 
haps the latter is most effective for 
catehing the eye, while an illustration, 
if good, impels the reader to find out 
what it is all about. 


While it is my intention to reserve 
the consideration of specific types and 
specimens of newspaper advertising for 
the seeond article of this series, yet for 
the purpose of illustrating the effeetive- 
hess of various advertising, several 
pieces of copy have been reproduced. 


Numbers 1 and 2 are splendid ex- 
amples of ample white space and good 
illustrative art. Number 3 is very good 
institutional copy relying upon the pub- 
lie’s familiarity with a unique banking 
home and employing a chart calculated 
to arouse curiosity. Nearly every inch 
of Space is utilized, yet the advertise- 
ment is attractive and is bound to stand 
out among its competitors. 


Of the smaller ads, Number 4 is an 
example of putting over one idea and 
the name. This type of advertising was 






first brought into prominence by Dodge 
Brothers and unquestionably produced 
results for them. 

It is interesting to compare Number 
5 with Numbers 7 and 8. The former 
devotes considerable space to copy, but 
reserves enough white space to attract 
attention. By means of the little cut 
and well-plated hand lettering “it suc- 
ceeds in pleasing the artistic eye, while 
Numbers 7 and 8, oceupying about the 
same space, have a crowded appearance 
and furnish the reader little relief from 
the monotonous columns of news matter. 

Illustration Number 9 is ineluded to 
show how “Ben Day” may be employed 
in heavy borders to make a splash of 
gray. This institution used a border 
of this character for an extensive series 
of advertisements. The heading “The 
Banking home of 50,000” and the sitr- 
nature are a part of the border and ap- 
pear uniformly on each ad. 

Long Live the Newspapers! 

As I write, my eyes wander and light 
upon an evening paper. There, promi- 
nently spread across two columns of 
“upper right,” cries out another head- 
ing, “Advertising Expert Pronounces 
Newspaper Greatest Medium.” 

It was ever thus! Perhaps the ex- 
pert is right. Perhaps he did not become 
an expert until he discovered this (ad 
expressed) truth. Yes, he may be 
right. The newspaper is a great, per- 
haps the greatest medium. Long live 
the newspapers! 


Yet, as I close my eyes and listen, 
I ean hear a faint but audible clamor 
of seores of advertising orators ex- 
pounding the virtues of painted boards, 
of posters, of lithographed cireulars, of 
colored calendars, of dime banks, and 
advertising soap. Their words die on 
the air, for to these sounds the ear of 
the newspaper reporter is closed. As 
it was in the beginning, is now, and ever 
shall be. Long live the newspaper! 


INTEREST RATES PAID 
BY MINNESOTA BANKS 


Nearly three-fourths of the Minnesota 
banks are paying four per cent interest 
on time deposits, a recent survey by 
the Minnesota Bankers Association in- 
dicated. 

The association has 1368 banker mem- 
bers and 74 per cent or 1014 banks are 


paying four per cent interest. This 
should indicate the prevailing rate of 


interest. However, a survey of the 
rate paid by counties discloses that the 
majority of banks are paying this rate 
in thickly settled industrial centers. 

In a few counties the rate paid is 
five per cent. Lyon county bankers all 
pay five per cent. However, only 17 
per cent of the banks in the state pay 
this rate, while 74 per cent are paying 
four per cent. Only six per cent of 
Minnesota bankers are paying the low 
three per cent rate. This is true, how- 
ever, of all 42 bankers in St. Louis 
County. Whether by county bankers 
association agreement or merely be- 
cause of competition, all bankers in 26 
counties are paying four per cent in- 
terest without exception. This repre- 
cents a little better than one-fourth of 
the counties with a total of 447 banks 
or a percentage of 314% per cent pay- 
ing the general four per cent rate. 

The remaining three per cent of the 
bankers are paying varying rates from 
three and a half to even six per cent, 
there being five banks in the state pay- 
ing the latter rate. : 

More than 50 per cent of the bankers 
are settled on the same rate within the 
county, and 50 counties are accepting 
time deposits at one fixed rate of in- 
terest. 


George I. MeIntyre was elected sec- 
retary-treasurer of the Beaver Trust 
Company, Beaver, Pennsylvania. 





LETTING OUT THE SEAMS 


M** take care of the expansion needs of a suit 
of clothes but it can’t help much if you’ve 
outgrown your banking quarters. 


A well-planned bank building requires careful 
measurement of the bank’s operating requirements 
and provision for future growth. 


It is our business to so plan bank layouts that 
this as well as countless other considerations are 
effectively and economically cared for. 


BRUNER *> SIMMONS 


Inc. 


327 SOUTH LA SALLE STREET 
CHICAGO 
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ADD THESE 
COSTLY SERVICES 
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TO LIST OF 


Exchange, free services of officers, immediate 
credit, and collections and escrows may be num- 
bered among the wasteful drains on bank profits 


By R. M. PHILLEO 


Vice President, Phoenix National Bank, Phoenix, Arizona 


CAREFUL analysis of the opera- 

tion of any bank will indicate that 

its greatest operating expense is caused 

by maintenance of facilities to provide 

a service which is largely given to cus- 
tomers without charge. 

In these days of cost sheets and an- 
alysis, it is possible to determine the 
profitable departments and non-profit- 
able departments of a bank. A great 
awakening on the question of free serv- 
ice suddenly came with low interest 
rates, which, combined with increased 
operating costs, have served to awaken 
the banker to the necessity of closer 
scrutiny in the matter of gratuitous 
services. 

Here, in a nutshell, are the holes 
through which the banking profits find 
their way: 

Exchange: For many years some 
banks have donated exchange as a 
token of appreciation of the customer’s 
business. It is a service to the cus- 
tomer but a distinct loss to the bank 
unless adequately charged for. 

Special Checks: Voucher checks 
form an integral part of the bookkeep- 
ing system of a customer. Their size 
and shape often add to the difficulties 
of the bank bookkeeper and file clerk 
and more than one eash difference has 
been found within the folds of a voucher 
check. All too frequently banks are 
asked to support the local printer by 
creating and encouraging the practice of 
having the customer’s name, address, 
telephone number, description of busi- 
ness and many other free advertising 
matter imprinted on the checks. Of 
course, in the event the customer sud- 
denly closes his account and moves to 
another bank, these checks will be of no 
value to other patrons, and the eus- 
tomer knows his new banking connec- 
tions will be quite willing to furnish 
him a new printed check book without 
cost. All of this should be charged 
for. The bank is not asking for favors 
in expecting the customer to pay for 
special form checks and imprinted 
checks. Many banks have put the 
right foot forward in this matter by 
imposing a charge for this service, to 
be governed by the average credit bal- 
ance. 


Endorsement stamps: It is hardly 


reasonable to expect the customer to 
write his name and the name of his 


firm on the reverse of every item pre- 


sented but it has reached a point where- 


the small depositor likewise expects the 
bank to furnish him an endorsement 
stamp that his transactions too, may 
have the same appearance as those of 
his big brother. This item should be 
regulated by imposing a charge when 
the average balance is below the point 
of reasonable profit to the bank. 
Immediate Credit: This ineludes 
cash or eredit advanced on items drawn 
on distant points, thereby creating 
temporary loans and indefinite maturi- 
ties. Certainly if interest is paid on 
commercial accounts a definite defer- 
ment seale should be adhered to. 
Collecting deposits by messenger: 
This is rather a new custom but one 
which bids fair to develop into enorm- 
ous proportions. It is, of course, a 
convenience to the customer, who does 
not find it necessary to leave his office 
and await his turn in a crowded lobby. 
Collections and escrows: These are 
usually under the direct supervision of 
an officer or high priced employe and 
entail an enormous amount of detail, 
involving responsibility with respect to 
the delivery of documents, postage, 
protests, and the possibility of the bank 
becoming a dumping ground for uncol- 
lectible items. Attorney’s charges for 
similar services would be readily paid 
and a definite table of charges should 
be adopted by banks in these matters. 


Interest on deposits: So much has 
been said and written on this point that 
there is little to add. It is a splendid 
example of reckless bidding for busi- 
ness—of fixing a price for the purchase 
of a commodity with wanton disregard 
for profits. 


Free service of officers: Officers of 
banks should value their time from an 
investment standpoint on the part of 
the bank. There are just so many hours 
in the day and each moment has its 
value. This is a ease calling for judg- 
ment. Among the thousands of cus- 
tomers of a bank there are many who 
would thoroughly enjoy the special at- 
tention given by officers. 

The small unprofitable account: 
Much of this has been offset by the 
popular service charge but the super- 
service small depositor pays no more 
for the service he receives than do the 
worth while non-annoying type. 












The enemy of banking profits—fry 
service—has been so gradual in develop. 
ment that the scope of its destructive 
ability is not, as yet, fully appreciated, 
But there is much encouragement to 
be found in the various clearing hong 
associations. These organizations, orig. 
inally planned to facilitate the clear. 
ance of checks have developed int 
safety valves and are doing much, by 
their uniform resolutions and under. 
standings between member banks, to 
eliminate the spirit of donation of sery. 
ices and to confine competitive methods 
to sound, clean business practices. 


“YES, WE TRIED THAT IDEA IN 
1890—AND IT FLIVVERED” 
(Continued from page 19) 

plica, in size and appearance, of a see. 
tion of our safe deposit vaults. It is 
a section or nest which contains boxes 
of different sizes. Several of the little 
steel doors are standing ajar, exposing 
to view boxes of different sizes. These & 
boxes are partially drawn out, with a & 
eard attached to each stating its rental 7 
price “$4.00 per year,” “$6.00 per 
year,” and up. It is an attractive ex- 
hibit and will attract the attention of 
three out of five people who pass near 
it. It fulfills three main axioms of ad- 
vertising: It attracts attention, carrie | 
conviction and stimulates action. An 
attendant stands beside it to explain 
about sizes and prices and to converse 
pleasantly -with the prospective cus © 
tomer about the value of having a & 
safe deposit box. If the prospect shows 
interest, he is cordially invited to make 
a tour of inspection of the safe deposit 
department to see the massive door 
and the time clocks, the commodious 
and elegantly equipped coupon booths 
and the luxuriously finished customer’ 
conference rooms. Once he is within 
the department, he usually rents a bor 


Et ERO 


We have successfully used another 
device to bring safe deposit boxes t0 
the attention of people who do not come 
into the bank. We ascertained from 
the fire department and the police de 
partment the number of fires and bury 
laries in the city last year, and foun 
that there was one for every thirtee 
houses. This was a startling figure aml 
one sure to carry conviction. Then ¥ 
prepared a mailer of unique desigs 
shaped like a safe deposit box, with ® 
lid which would open and expose @ 
view a group of stocks, bonds and othe 
valuable papers, and a_ collection af 
jewelry and trinkets, and printed o 
rather sensational fifures in large typ 
inside. This is followed by a statemetl 
that our bank maintains safe deposi 
vaults in 40 locations throughout tl 
metropolitan area of Los Angeles. Mot 
people are quick to understand tht 
their chance is one out of thirteen 
being robbed or having their how 
burned down, and that the answer 8! 
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safe deposit box, which can be obtained 
at any one of 40 Security bank loca- 
tions. 
Stockholders as Salesmen 

The stockholders of a bank have a 
great potential value as salesmen. They 
are leading citizens of the community, 
and move among persons who are the 
best possible prospects for a_ bank. 
They can be kept continually at work 
selling the bank—and they work with- 
out salary. It is the duty of the busi- 
ness development department to keep 
the stockholders of the Security Bank 
enthusiastic over its progress, its high 
standards and excellency of service. 

With every quarterly dividend check, 
we send a message telling the stockhold- 
ers briefly what the progress of the 
bank has been during the last quarter, 
re-emphasizing the high principles un- 
der which the bank operates and out- 
lining the various services which it per- 
forms for its customers. In other 
words, we keep the stockholders con- 
tinually enthusiastic over the bank in 
which they have a monetary interest, 
and supplied with selling talk for their 
friends and acquaintances. We do this, 
of course, in a quiet and unobtrusive 
manner, avoiding all appearances of 
begging for business. We point out to 
our stockholders that they are doing 
their friends a favor when they send 
them to us, and we spare no effort to 
make good on our end of it. The ag- 
gregate business directed our way in 
the course of a year by a large number 
of stockholders is, of course, consider- 
able. 


Keeping Old Customers Sold 

While I have described some of the 
things which the Security Bank does 
to earn the good will of new prospects, 
there are also a great many things 
which we do to retain the good will of 
our old customers. We go on the theory 
that when a man opens an account in 
our bank he is more than 50 per cent 
sold on it, but perhaps not completely. 
Just like the man who buys a certain 
make of automobile for the first time, 
he reserves final judgment on it until 
he has tried it out a few thousand miles. 
So we try to make our new customers 
sold 100 per cent on the bank as quickly 
& possible, and keep them that way. 
They too can constitute a great army 
of salesmen, working without cost to us. 


We maintain a completely equipped 
research department for their free use, 
Which is able to give them reliable, un- 
biased information on crop conditions, 
business conditions, the building situa- 
tion, the turnover of real estate and 
other important subjects. We keep them 
Supplied with road maps, rainfall 
charts, booklets on thrift and the road 
to suecess. All of these things are ap- 
Preciated. When Christmas time comes 
around, we send out greeting cards. 
We do not buy a wholesale lot of or- 

ry stereotyped cards with the. bank’s 
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All the World’s a Stage 


N the realm of the theater, the most successful actor 
is the one who submerges his own personality com- 
pletely in the role he is playing, and fits his part so 
perfectly into the scheme of the drama as a whole that 
the observer is scarcely conscious of the art of the actor. 


In the drama of business, this is the principle on which the - 
First Wisconsin has proceeded—to submerge the many 
personalities of the members of its organization into one 
dominant personality whose chief concern is to fit its role 
of financial leader so perfectly into the business life of the 
community it serves that it becomes a living part of it. 


The growth of the First Wisconsin through over seventy 
years only strengthens our belief in the principle on 
which we have built up First Wisconsin sérvice. 


FIRST WISCONSIN NATIONAL BANK. 
MILWAUKEE 
CAPITAL AND SURPLUS TEN MILLION DOLLARS 





name printed in a space left for that 
purpose, but we have a few thousand 
high-class, specially engraved cards 
made, absolutely devoid of anything 
which savors of advertising, and send 
these only to those suggested by officers 
of the bank. The personal card of the 
officer is enclosed, so that the card has 
a personal rather than a business touch. 
By this means the officers of the bank 
are assisted in cementing friendships, 
and in renewing acquaintances which 
might otherwise be forgotten. 

When a new law is enacted in Cali- 
fornia, or a new city ordinance is 
passed on which we believe our deposi- 
tors will have a particular interest, we 
publish a booklet explaining its effect 
in simple, intelligible language so that 
the ordinary person ean understand it. 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


When a customer closes his account, 
we are as desirous of retaining his good- 
will as we were in winning his favor in 
the first place. The temporarily closed- 
out customer is an advertisement either 
for or against the bank, depending on 
the impression he takes away with him. 
As our tellers hand back closed- 
out passbooks to customers leaving, they 
do not merely stamp the books with a 
rubber stamp “Account Closed,” but in- 
sert in it a small, elegantly printed 
folder, expressing the bank’s apprecia- 
tion of past patronage and the hope 
that cordial relations may continue un- 
interrupted. We assume that he may 
wish to re-open his account some day, 
and we want him to think of us first, 
as the bank of efficient service. 
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CHECKING YOUR CREDIT 
FILES WITH OTHER BANKS 


(Continued from page 24) 
ent. The waste of time, energy and ex- 
pense involved in writing a_ special 
letter to each bank concerning every 
customer is self-evident. In certain in- 
stances special letters are necessary, but 
such a large proportion of the work 
may be accomplished by the usé of form 
letters that they are used almost uni- 
versally. Regardless of the kind of 
letters we use, an important principle 
should be borne in mind—that of giving 
the reason for the inquiry. Therefore, 
although some banks may do it, it is 
unwise to employ one form letter for 
all purposes. There should be different 
types of letters to cover the following 
cases: 

“We are making a periodical revision 
of our files,” 

“We have purchased under option the 
paper of,—” 

“There is the possibility of our doing 
some business with,” 

“We have been asked by one of our 
good friends to check,” 

“We are anxious to secure some close 
information regarding.” 

It is well, also to mention in the letter 
that “as we are checking the name 
through other institutions only such in- 
formation as you have in your own files 
is requested,” or “if you do not have 
the account we would appreciate your 
conducting a special investigation for 
us as we feel that you are in a better 
position to secure the desired informa- 
tion than we are.” 

Some credit men feel that a brief 
resume of one’s own experience should 
be incorporated in every letter of in- 
quiry. Of course, that is impossible 
when form letters are used, and as has 
been pointed out, such a. custom would 
require a great deal of time and ex- 
pense. Besides, if a bank answering 
an inquiry desires a special report from 
the inquiring bank, it is easy enough to 
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write in the response, “We would ap- 
preciate your giving us the results of 
your investigation when it is complete.” 
One kind of form letter which especially 
irritates the credit man reads as follows: 

“We notice that the paper of 
being offered by the brokers. In order 
to be able to answer inquiries from 
our correspondents, we would appreci- 
ate an expression of your opinion, ete.” 





is 


Right away we feel that the inquiry 
is unnecessary; that the information is 
to be used only if some correspondent 
writes about it; and hence a full reply 
is not given. Why does the bank not 
wait until it can write, “We have been 
asked by one of our correspondents to 
check the name——”? 

Inquiries must be answered, and 
should be answered promptly. A bank 
which must receive one or two tracers 
before it will make a reply deserves 
little consideration when it seeks infor- 
mation at the hands of others. The 
most essential thing about a letter giv- 
ing information is truthfulness. Not 
only should the actual things that are 
written be truthful, but the general im- 
pression given should be correct. This 
does not mean that one should tell 
everything he knows about an account 
to anyone who asks. The source of the 
inquiry must be considered—has it the 
right to know about the subject, and 
how much? Should any figures be 
quoted or merely an opinion given? 


Obviously, such detailed information 
concerning operations, profits,  ete., 
which have been furnished in confi- 


dence, should be kept so—especially 
when there is a danger of such knowl- 
edge reaching some competitor. If the 
inquirer be honest and one who will use 
the information discreetly, it is the 
courteous thing to give him a brief re- 
sume of one’s experience with the sub- 
ject, whether or not the account is satis- 
factory, how the management is con- 


sidered, and the general outlook for the 


business. Unless specifically asked for, 
there is no need to refer to the various 
items in the balanee sheet, as the in- 
quiring bank very probably has a copy 
of the statement and has made its own 
analysis. If the bank has checked the 
name once or more before, and has been 
written fully concerning it, a short note 
will usually suffice, saying, “We have 


‘ had no reason to change our opinion as 


previously expressed to our 


letter of ts 

It is easy enough to write a favorable 
letter about an account, but when the 
opinion is unfavorable then “There’s 
the rub.” It would be almost impos- 
sible to get some credit men to write a 
decidedly unfavorable letter. Instead, 
they would beat around the bush, write 
several obvious facts, and just fail to 
commend the name. Suppose your bank 
had dealt with a wholesale dry-goods 
company for years, extending it credit 
on its single name paper. Suppose the 


you in 
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statement showed the business to be jn 
excellent condition, but the officers wer 
very close-fisted, unwilling to give ont 
any information regarding the eon. 
pany’s affairs other than the bare fig. 
ures of the yearly sheet, haggling ove 
every rate of interest named, and main. 
taining exceedingly small balance 
Suppose you learned that they wer 
giving another bank their endorsement 
on their notes, but when you demanded 
that you be given equal security they 
refused. Then suppose you called their 
loan and they closed their account, 
Some months later they approach my 
bank for a line of eredit, and I write 
you concerning them. Is it fair for 
you to say simply, “They closed their 
account with us sometime ago, and we 
have no recent information in our files?” 
Do you paint a true picture if you 
simply write, “Their statement shows 
them to be in excellent financial conéi- 
tion and we look upon the management 
as being honest and capable?” Even 
though both of these statements may be 
true, they are not the whole truth, and 
my bank deserves better treatment at 
your hands. You could warn me with 
a carefully worded letter, as follows: 
“We know the X Company very wal 
although their account was closed with § 
us several months ago. While on ou 
books we loaned the Company in sub- | 
stantial amounts on their plain paper, § 
which obligations were met promptly at 
maturity. The Company, however, was 
very reluctant to maintain balances pro- 
portionate with the line of accomoda- 
tion extended and often seemed to think 
that our interest rates were too high 
On our request that they supply us with 
the endorsement of their officers, 
they were furnishing to one of ther 
other banks, they refused, apparently 
became offended and closed their #& 
count. We believe that those in contn 
of the company’s affairs are honest ani 
capable men, but we would advise you 
to have a definite understanding with 
them as to balances and endorsements 
before you take on the account.” 








If my bank welcomes the X Company 
with open arms, after receiving a lette 
like that, then I deserve the troubl 
that will certainly follow. In writing 
letters of unfavorable tenor it is ofte 
wise to have a certain measure of 
serve, the degree depending on the ott 
to whom you are writing, but never & 
evasive or ambiguous. 


The extent to which a bank could lt 
held liable for furnishing informatio 
which was detrimental either to th 
subject. or to the inquirer is a mootel 
question. Most banks use some fom 
of non-liability clause when furnishitt 
information to others. Some have spt 
cial confidential stationery bearing th 
non-liability legend as the first pa® 
graph of the letter. Others have # 
printed in red in one corner or length 
wise along the left margin of the she 
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Still others stamp it on with a rubber 
samp. Many banks, especially the 
smaller ones, use no form whatever by 
whieh they diselaim liability. Those 
who do, have various wordings, from 
the simple clause in the last paragraph 
of the letter stating, “this information 
is for your confidential use for which 
we assume no responsibility,’ to the 
elaborate legend which reads, “All per- 
sons are informed that any statement 
on the part of this bank or any of its 
officers, as to the responsibility or 
standing of any persons, firm, or cor- 
poration, or as to the value of any 
property or securities, is a mere matter 
of opinion, and given as such; and 
solely as a matter of courtesy, and for 
which no responsibility in any way is 
to attach to this bank or any of its 
officers.” 


I have not known a case where a 
bank was held liable for damages be- 
cause of information given concerning 
one of its customers. An interesting 
ease was tried in South Carolina last 
year bearing on this question, the facts 
of which briefly are as follows: The 
chairman of the board of a bank was 
also financially interested in a tire 
manufacturing Company, organized in 
the boom period and grossly undereapi- 
talized. It was claimed that he told 
the officers of the tire company to re- 
fer any trade creditors to the bank and 
he would see that they were answered 


favorably. The bank, because of its 
chairman’s interest had loaned money 
to the tire company in substantial 


amounts. A rubber company, having 
a large shipment under consideration, 
checked the tire company through the 
bank and received a letter from a vice 
president of that institution stating 
that the tire: company was in good 
financial condition, had conducted a 
satisfactory account and was good for 
trade requirements. On the strength 
of this letter the rubber company 
shipped the goods, for which it never 
received payment and the tire com- 
pany went into bankruptcy in a few 
months. Thereupon the rubber com- 
pany sued the bank for damages, but 
since it could not be proved that the 
bank was co-operating with its chair- 
man in a scheme to induce sellers of 
merchandise to extend credit to the 
tire company, the rubber company 
lost the suit. The case was appealed 
and tried before the U. S. Cireuit Court 
of Appeals, but the defendants were 
again victorious. So while it may not 
be absolutely necessary for a bank to 
diselaim liability when furnishing credit 
information, yet it is far safer to do 
8%. On the other hand, if the bank 
Were actually in collusion with its eus- 
tomer to defraud creditors, the fact 
that it had used a non-liability letter 
When Writing about this customer would 
hot have much weight. 


As no two banks have precisely 
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DETROIT, 


similar eredit departments, no iron- 
bound rules can be laid down for their 
conduct. The officers in charge will 
have to determine the policy to be pur- 
sued. There is a tendency among some 
of them to make their department a 
credit’ information bureau, offering to 
conduct special investigations for eus- 
tomers and non-customers alike, render- 
ing this service as a sort of advertising 
feature or new business getter. Viewed 
both from the standpoint of the in- 
creasing of maintaining large 
credit departments and from the confi- 
dential nature of the work I am op- 
posed to this policy. Banks must not 
become competitors with the Dun and 
Bradstreet agencies or the various credit 


eosts 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


Detroit— 


THE PEOPLES STATE BANK| 


Member Federal Reserve Bank 


Branches throughout Detroit 
RESOURCES OVER $150,000,000 
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Enjoys the distinction of being 
the richest city in the world, 
per capita. 
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The Peoples State Bank is a 
definite part of Detroit's 
financial development. 


Enormous resources coupled 
with numerous branch banks, 
give this institution the pulse 
beat of Detroit affairs at all 
times. 





MICHIGAN 


interchange bureaus. Between each 
other, however, banks should realize 
the importance and the necessity of an 
interchange of opinion and experience. 
They should not forget that indiserimi- 
nate revision of files, where there is no 
real need for information, is wasteful 
and undesirable. Thoughtfulness in 
making inquiries and frankness in re- 
plying make for ideal relationships be- 
tween the various financial institutions. 





Louis P. Christenson, who has been 
associated with the National Bank of 
Commeree, Brvoklyn, New York, since 
1914, has been elected a vice president 
of the Manufacturers’ Trust Company 
of New York. 2 
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PRACTICAL THRIFT LESSONS 
FOR THE AVERAGE 
CLASSROOM 
(Continued from page 26) 
the bank book, because a bank account 
is an important part of any saving 
plan. Of course, children with accounts 
- in any other bank were also invited to 
take part in the contest. In several 
instances, indeed, the child who won 
the honor as the Best Saver had an ac- 
count in one of the other banks of the 

community. 

Since the unit of the contest was a 
class, the co-operation of the teachers 
was essential. Out of a total of 20 
school principals to whom the plan was 
submitted, six responded at once and 
encouraged their teachers to enter their 
classes in the contest. In several schools 
only the four upper grades entered the 
contest, and in the others practically 
all the grades were entered. In view 
of the fact that the children in each 
class were about equal in age, mental 
development, and economic status, they 
had practically the same opportunity 
to open savings accounts. 

After the Best Savers were selected 


they were invited to visit the 
bank for a tour of inspection. Each 


winner was given a pocket savings bank. 
Two group photographs were taken, 
one of the boys and the other of the 
girls, which were published in the bank 
house organ and in local papers to- 
gether with the names of the winners 
and a description of the contest. At 
the beginning of the next school year the 
names of the Best Savers will be placed 
on an “Honor Roll,” and this together 
with copies of the group photographs 
will be presented to each school. We 
have: introduced this feature particu- 
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larly to serve as a reminder of the next 
contest we intend to hold. 

It has been our experience that a 
large percentage of the children who 
open savings accounts during the school 
year as a result of our educational work, 
withdraw all their savings during the 
summer vacation and so close out their 
accounts. This necessitates starting all 
over again when they return to school. 
We believe that when the Best Savers’ 
contest is repeated year after year, they 
will be encouraged to keep their ac- 
counts alive by leaving at least one 
dollar on deposit when they withdraw 
for their vacation expenses. Their de- 
sire to win should encourage them to 
do this, because they will receive credit 
for the actual number of deposits even 
though their one withdrawal reduces 
their balance to only one dollar. In 
order not to permit children to win the 
contest by making daily deposits just 
before the close, we made a rule that 
only one deposit would be eredited in 
any one week. 

To facilitate reports from the teach- 
ers a special blank was _ prepared. 
This called for the following informa- 
tion concerning the Best Saver whose 
name was sent in by the teacher: 
Grade, school, age, date of first deposit, 
number of deposits, number of with- 
drawals and number of points. The 
last item was easily determined by sub- 
tracting the withdrawals from the de- 
posits. 

More than a_ thousand children 
brought in their savings account books to 
be inspected by their teachers who re- 
ported that many others compared fa- 
vorably with those of the winners. 

The value of this effort cannot be 
judged from the number of accounts 
that children open or maintain at this one 
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bank. There is an urgent need for jn. 
structing every one in the use of money 
and no other commercial or service in. 
sitution is under as much of an obliga. 
tion to spread this knowledge as the 
community bank. 

The following is an extract from one 
of the essays submitted by a boy in the 
eighth grade: 


Thrift of 
BENJAMIN FRANKLIN 


By JosepH KAMINSsKI 
Sth Grade, St. John Cantius School, Chicago 





ANY people have a mistaken con- 
ception of what thrift really 
means. They think of thrift in terms 
of “pinch penny” miserliness and on 
that account rightfully shun it. Money 
should not only be saved, it should 
also be spent wisely. There is a place 
for spending and a place for saving in 
the new thrift creed. Save wisely to 
spend wisely—that is true thrift. Ben- 
jamin Franklin once said, “Don’t spend 
all you make.” But some get it mixed 
and don’t make all they spend. 

Thrift is an economic philosophy of 
distinct advantage to every business 
man and every merchant, who has any- 
thing of real value to sell. Thrift 
should stimulate business, because it en- 
courages buying in the right manner. 
Only those who have nothing of real 
value to offer fear its teachings. 


Tf you don’t care to be thrifty re 
member that “a small leak will sink a 
ship,” and as to your character the lack 
of thrift will ruin it, so learn economy 
and you'll start on the road to success, 
for all fortunes have their foundations 
laid on thrift. 

“Experience keeps a dear school,” 
said Franklin, “but fools will learn im 
no other.” 


“Temperance” Insurance 

For the first time in the history of 
life insurance in America, a “temper 
ance department” of an insurance col- 
pany has been opened for the benefit 
of abstainers from alcoholic beverage. 
Under this plan, recently announced by 
the Central Life Insurance Company of 
Illinois, the non-drinker can_ secure 
insurance at ten per cent less than 
ordinary life rates and in addition, 
temperance policies are kept in a class 
by themselves and dividends paid 
only those who declare they are and 
mean to remain abstainers. Should 4 
policyholder cease to abstain, his polity 
is transferred to the general section. 


Trenee DuPont, director of the Gen- 
eral Motors Acceptance Corporation, 
New York, resigns and is succeeded by 
Alfred P. Sloan, Jr. of New York. 
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GETTING CLOSE TO 
CUSTOMERS AT BUSINESS 
CONVENTIONS 


(Continued from page 22) 

one else from the bank ought to attend 
the next convention of this association. 
Include in your report a list of the names 
of the men you have met and of con- 
tacts you have established with those 
men. Tell me something worthwhile 
of the business possibilities of the con- 
yention city and the country surround- 
ing it. 

“List as fully as you can all the esti- 
mates of this bank which men you meet 
have formed. Give any information 
that you think may be of value to the 
eredit department on the conditions in 
this particular industry, to the advertis- 
ing department on the possibilities of 
increasing our relations with men in this 
line, and to the new business depart- 
ment all prospects who should be fol- 
lowed up. Indicate in a general way 
what this bank ought to know and what 
it ought to do about the particular line 
of business which will come under your 
observation.” 


The proper men to attend as repre- 
sentatives of a bank or any other or- 
ganization are its contact men. These 
men ean best use the convention as a 
clearing house of human items and a 
laboratory of personal reactions. The 
research man, the desk executive, the 
man whose functions are mainly an- 
alytical and protective often comes back 
from a convention with nothing but 
boredom and pessimism to show for his 
trip. He has attended every session 
and listened attentively to every speech. 
He has taken his quiet part in sight- 
seeing trips, banquets and smokers. 
But he has absorbed less valuable data 
for his particular type of bank work 
than if he had stayed at home, read 
the “proceedings” in printed form and 
corresponded with the participants. 
His attendance is not a whit more pro- 
ductive than that of the man who goes 
to the other extreme and makes his con- 
vention trip a personal junket with 
personal friends or with men who have 
something to sell his bank. 


_As a matter of fact, if the educa- 
tional and social sides were their only 
reasons for being, I think few econven- 
tions could justify their existence. 


What does justify their existence, and 
What justifies bankers in paying close 
attention to them, is their human ap- 
proach to business. The banker who, 
like Mr. Howland of Webster and Atlas, 
would take “a thorough course in the 
basie principles and individual prae- 
tises of every commercial customer,” 
Would find it impossible to get all his 
data from printed books or segregated 

uals. He would find a well-man- 
‘ged convention rich in “the specific 
acts and common shop-talk” of a par- 
line of business. He could con- 


BANKERS MONTHLY for AUGUST, 1925 


THE F 


QUITABLE 


TRUST COMPANY 


OF NEW YORK 


Aivin W. Krech, Chairman of the Board 
Arthur W. Loasby, President 


Condition at the Close of Business, June 30, 1925 
ASSETS 


Cash on Hand and in Banks 


Exchanges for Clearing House 


Due from Foreign Banks 
Bonds and Mortgages . 
Public Securities . . . . 
Short Term Investments. 
Other Stocks and Bonds .- . 
Demand Loans . ... . 
Time Loans At. ee 
Bills Discounted . . 


Customers’ Liability on Acceptances 


(Less Anticipations) . 
pe eee eC Ce 
Foreign Offices . . . 


Accrued Interest Receivable and 


Other Assets ... 


™“N 
te 
™N 
“I 
ie) 


Baws 


. 


RES 


Beko 


se 


Ras Se 


= 
iS 
S & 


a ee 1,971,9 
$472,438,469.06 


LIABILITIES 


Capital — 


Surplus and Undivided Profits . . . 
Deposits (Including Foreign Offices) . 
Acceptances (Less in Portfolio) . . . 
Notes Payable and Rediscounts . . . 


.  $-23,000,000.00 
11,685,214.97 
407 397,540.66 
24,309,149.30 
None 


Accrued Interest Payable, Reserve for 


Taxes, and Other Liabilities . . 


6,046,564.13 
$472,438,469.06 


Main Office: 37 Wall Street, New York 
Chicago Office: 105 SOUTH LA SALLE STREET 


FOREIGN OFFICES 


LONDON: 10 Moorgate, E.C.2 

Bush House, Aldwych,W.C.2 
PARIS: 23 Rue de la Paix 
MEXICO Cry: 48 Calle de Capuchinas 


tribute to such a convention the exact 
form of outside professional advice that 
it needs more than anything else, and he 
could use this in widening the oppor- 
tunities of his bank. 


OHIO BANK CELEBRATES 
60TH ANNIVERSARY 


On Saturday, June 27th, the First 
National Bank of Jackson, Ohio, forgot 
business and kept “open-house” until 
9 o’clock in the evening to celebrate 
its sixtieth anniversary. 


All day long, people came into the 
bank inspecting the first set of records 
kept by the bank, the four national 
charters under which the bank has 
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operated and the key to the first safe. 
Souvenir booklets containing a history 
of the bank were given to each visitor. 


An interesting feature of the day was 
the registration of visitors on sheets 
which will be bound in book form and 
laid away for 40 years, to be published 
when the bank is one hundred years old. 
A number of parents not only attached 
their own signatures, but also had their 
children sign. 

Mrs. H. L. Chapman, wife of the 
founder of the bank, came from Carls- 
bad, Czecho-Slovakia, to attend the 
celebration and helped to make the day 
one that exceeded all expectations, ac- 
cording to John H. Newvahner, pres- 
ident of the bank. 








HOW SHOULD YOUR BANK REPORT | 
INCOME TO UNCLE SAM? 


The highlights of different systems used by 


banks- 


N the ease of banks there is no doubt 

that the methods of reporting income 
to the government have been responsible 
for a great number of additional tax 
assessments running up into millions of 
dollars, and in switching from one 
method to the other some banks have 
had to pay tax twice on the same item 
of income. Almost any institution may 
lose money if it crosses over from one 
basis to the other without proper fore- 
thought. 

The United States Board of Tax 
Appeals, which has been making deci- 
sions at the rate of about two a day 
since it was set up in June of 1924, has 
made a number of important rulings in 
connection with the manner in which the 
income of banks should be reported. 
First, however, in order to see the 
groundwork of the Board’s rulings, let 
us look at some of the “systems” which 
have been-employed. : 

Banks in considerable number all over 
the United States in past years have 
carried all their accounts on the basis 
of cash receipts and disbursements, with 
the one exception of interest and dis- 
counts on time loans. This exception 
was carried on the books in a variety 
of ways—sometimes on the accrual basis, 
sometimes on the cash receipts and dis- 
bursements plan, and often on a basis 
which was neither one nor the other. 
For lack of a better name, we will call 
this latter one has “hybrid” basis— 
“hybrid” meaning neither one nor the 
other, although containing elements of 
both. 

This hybrid basis was the one used 
where banks followed the practice of 
erediting interest and discounts on time 
loans directly to profit and loss at the 
time the paper was discounted. This 
was done just as though the amount of 
discount at that time had been received. 
Of course, the result was the reporting 
as income of amounts of discount which 
were neither received nor earned in that 
year. For example: 


NEED ENVELOPES? Write 
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-Tax Board rules that 


By M. P. SNOW 


President, M. P. Snow & Company, Chicago 


A eustomer desires to borrow $1,000 
for ninety days, upon which the dis- 
count rate is 6 per cent. The bank dis- 
counts the note. The customer receives 
an immediate credit of $985, the dif- 
ference of $15.00 being the discount. 
Under the method just mentioned it is 


HE United States Board 
of Tax Appeals has made 
a great many decisions of 
vital importance to bankers 
and some of these rulings 
have resulted in saving 
thousands of dollars for the 
banks involved. 
The accompanying article 
discusses a few of the more 
recent decisions and shows 


how some of the tax pitfalls 
most common to bankers can 
best be avoided. Other arti- 
cles on tax or accounting 
subjects will be published 
from month to month. 


THE BANKERS MONTHLY 
will be glad to receive in- 
quiries from readers on any 
specific problem and provide 
expert advice without charge 
from various authorities. 





immediately taken into the income 
account, although not credited until 
maturity. 


Now, if this note were discounted on 
December Ist, the amount of discount 
earned at December 31st would be $5.00. 
Therefore, of the $15.00 reported as in- 
come, $5.00 would be earned at the end 
of the year while the remaining $10.00 
would be neither earned nor received 
on that date. In the face of this fact, 
however, a large number of banks re- 
ported the entire amount as income for 
the year in which the notes were dis- 
counted. 


Up to and including 1917, the Inter- 
nal Revenue Bureau accepted such 
methods of reporting income and in fact, 
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a special provision regarding banks was 
written into the 1917 regulations stating 
that where such a method of accounting 
was in use, the bank must report its 
income on that basis. Thousands of 
banks using this method were therefore 
forced to obey the regulations, although 
they were paying tax upon something 
that was not really income. : 
One of the most interesting and im- | 
portant findings of the United State 
Board of Tax Appeals was made re 
cently in the case of a large bank which 
had reported its income on this basis 
prior to 1918. The Board ruled that 
bank could not be foreed to report its | 
income on such a basis, no matter how 
its books were kept. In the opinion of 
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the Board, the Internal Revenue Bureau © 


in the 1917 regulations had gone tw § 
far in its interpretation of the law and 9 
the Board held that discount and interest © 


neither earned nor received was nt 7 


income. The taxpayer’s appeal that it © 
be permitted to change its method of § 
reporting to an accrual basis was 
allowed after permission to change hai 
been denied by the Commissioner o 
Internal Revenue. This resulted ini © 
large saving of taxes to the bank it © 
volved. 

Under the new revenue law of 19 F 
and other tax laws since that of 19/, 4 
a bank must report its income in # F 
cordance with the method of accountint § 
regularly employed in keeping its books FF 
However, such a method must shor § 
clearly the income of the bank; othe 
wise the Commissioner of Inte 
Revenue must compute the income ® 
such a manner as in his opinion 
clearly reflect the income. 

In line with the above provision “ § 
the law, when a revenue agent examilé 
the books of any bank, he notes whetbe 
the method of bookkeeping cleat! 
reflects the income, and if it does not it 
his opinion, he makes his own compu 
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disputes have arisen recently between 
pankers and the government over what 
the bankers consider unfair adjustments 
of their income. 

One of the causes of these disputes is 
the fact that a revenue agent may 
examine only certain years. In adjust- 
ing the accounting system for one of the 
years there are often overlapping items 
which will be reported as income twice, 
and in order to avoid this, it will be 
necessary to readjust -the income for 
other years. However, having orders 
to examine certain years the revenue 
agent may not carry his adjustments to 
other years. In such an event, the tax- 
payer should adjust these years and file 
elim for refund if the adjustments 
eause an overpayment of taxes for years 
not examined. 

Besides the complication just cited, 
there are a number of others that may 
arise when a change is made in a system 
of reporting income to Uncle Sam. It 
is needless to add that it is important 
for the banker to examine carefully all 
the possibilities in his case when a dif- 
ferent method of accounting is put into 
effect. 

For example, it may be more desir- 
able to carry the books of account on 
a cash receipts and disbursements basis 
rather than on the accrual basis which 
has been set up by the revenue agent. 
Or, the opposite may be true. Or, the 
Statute of Limitations may bar the 
recovery of an overpayment for a prior 
year due to an adjustment to a cash 
receipts and disbursements basis, where- 
as, if the books were adjusted to an 
accrual basis, there would be a much 
smaller overpayment in that year, or 
possibly none at all. 

Whatever the situation may be, one 
fact may profitably be kept in mind. 
The government will give the bank or 
other taxpayer a chance to be heard 
before the final decision is made. The 
revenue agent’s report and recommenda- 
tions are not necessarily final. As a 
matter of fact, the report is always 
examined in Washington and the tax- 
payer is given a certain length of time 
to present his protests, even if Wash- 
ington does approve the agent’s findings. 

If your bank can show the govern- 
ment good reason why it should be 
allowed to report its income on a basis- 
different from that recommended by the 
revenue agent, its contentions will re- 
ceive careful consideration. There are 
isolated cases where the taxpayer has 
received treatment which he thinks is 
not just, but those instances are rare 
and the Board of Tax Appeals and the 
courts have ruled that where a doubt 
exists as to the taxability of income, the 
benefit of the doubt should be given to 
the taxpayer. 

j seems to be some doubt as to 
just what kind of eases may be taken 
othe Board of Tax Appeals and it may 
be well to comment on that right here. 
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Colonial simplicity characterizes the directors room of the National Bank of Commerce of New 


ndon, Conn. 


Only deficiency cases—instances where 
the taxpayer owes the government—may 
be considered by the Board. Claims 
for refund may be earried to the 
Treasury Department and if it is desired 
to appeal from the decision of the 
Treasury, the ease may be taken to the 
courts for final disposition. 


KEEPING YOUR EYE ON 
THE PROFIT END 


What doth it benefit a concern if it 
sells a vast quantity of goods and yet 
makes no profit? When production costs 
and overhead exceed the income from 
sales, a serious situation is brought 
about and it may result in failure or 
serious trouble. 


“Tt is evident on close scrutiny that 
American business has been laying too 
great a stress on volume,” declares 
J. H. Tregoe, Secretary-Treasurer of 
the National Association of credit men. 
“Volume, however, may not have pro- 
duced what all business is fundamentally 
intended to bring about—a reasonable 
return upon investment. 


“Profits can be derived only when 
production and overhead costs leave a 
margin in sales prices. The profit end 
of a business must be the end towards 
which the eyes of its owners or executives 
must be constantly directed; and, so 
far as possible, profits should not be 
left to mere chance. 


“Prices and costs are the main factors 
of profit, and these are the features 
that must receive more attention than 
mere volume. 


“These problems challenge business in- 
telligence in a more direct and forcible 
way than has been the challenge in any 
period of our industrial history. We 


It was designed by the Thomas M. James Co., of Boston, Mass. 


can show ourselves to be experts, and 
in command of a situation, only by 
having the business yield a reasonable 
profit from a fair volume of sales. 
We cannot see very much by keeping 
our eyes cast down. Only as they are 
east forward do we get perspective and 
realize the things worth while in life.” 


BANK EXPLOITS CITY 
ON LETTERHEADS 


The Los Angeles Harbor City—San 
Pedro, as a result of a plan inaugurated 
by Albert R. Hawn, assistant manager 
of the harbor branch of the Security 
Trust & Savings Bank, is being heralded 


to all parts of the United States. 
Here’s how it’s done: . 
Every time the San Pedro bank 


sends out a letter of inquiry to other 
banks in various parts of the country 
it adds a postseript detailing pertinent 
facts concerning the growth of the city 
or its industrial or mercantile advan- 
tages. The postscript always begins 
with the words: “Do you know?” 
This is similar to a daily “Do you 
know” column in a local paper. 


In speaking of the bank’s poliey Mr. 
Hawn said: “We believe that such 
bits of information sent out by differ- 
ent houses and firms in San Pedro will 
mean new citizens and new industries 
for our city.” 


A sample of the kind of postseript 
sent out on the bank’s stationery is as 
follows: “Do You Know: That 350,- 
000 bales of cotton were exported 
through San Pedro Harbor during the 
past year, 1924? The shipments make 
this harbor the leading exporter of 
cotton on the Pacifie Coast of the 
United States.” 
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REORGANIZATION PLANS TO DEFEAT 
THE BUSINESS UNDERTAKER 


(Continued from page 25) 


30 days a detailed balance sheet with 
profit and loss statements, and schedules 
showing the monthly changes in all items 
appearing on the statement. 

If, at the end of the extension period, 
which is usually six months or one year, 
it is seen that the business cannot be 
saved, then an orderly liquidation be- 
comes necessary. There are advantages in 
liquidating a business through a credi- 
tors’ committee in so far that the com- 
mittee is usually composed of creditors 
of the embarrassed concern and has up- 
permost in its mind at all times, econ- 
omy of administration and the saving 
of creditors from as much loss as pos- 
sible. This is accomplished by keeping 
overhead exepenses at a minimum, in 
many eases the committee acting with- 
out compensation, and in keeping legal 
expenses under the amount that would 
have to be paid in case of receivership 
or bankruptcy. 

It is the duty of the committee to con- 
serve the assets for the benefit of the 
creditors; to see that no creditor is 
given preference over another; to assist 
in reorganization, and to give counsel 
for the safe guidance in future opera- 
tion. 

The banks have taken an active part 
in the work of these committees and 
have gained experience which will be 
of real value in the years to come. 

Much praise is due the National As- 
sociation of Credit Men and its numer- 
ous affiliated associations for the ex- 
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cellent work in rehabilitating or liqui- 
dating involved commercial estates 
through the medium of its department 
known as the commercial and industrial 
engineering bureau. 


When a merchant finds his business 
going wrong and his assets materially 
decreasing, and when liquidation of lia- 
bilities is either difficult or impossible, 
he should be in a position to turn to 
his creditors for advice and assistance. 
In other words, to someone who is in- 
terested financially or otherwise, and at 
the same time qualified to advise and 
guide such a merchant through his dif- 
ficulties. Realizing that the association 
should be equipped to render this serv- 
ice to its members and to business in 
general, the commercial and industrial 
engineering department came into being 
as a permanent service department of 
the association. 


In the beginning the department de- 
voted its attention almost exclusively to 
the liquidation of insolvent estates, but 
as bureau managers have become better 
equipped, as financing has been forth- 
coming, and as a broader vision has come 
to both managers and executive officers 
of the various associations most bureaus 
today have sub-departments devoted to 
the collection of accounts for members; the 
special investigation of debtor concerns 
looking to arrival at the truth regarding 
their financial condition and the condi- 
tions surrounding the given business in 
its natural trade field; the investiga- 
tion and prosecution of criminal fraud; 
the liquidation of insolvent estates; the 
reorganizations of estates temporarily 
embarrassed but not hopelessly insolv- 
ent, and the giving of advice and as- 
sistaneg to members and others in busi- 
ness, after a careful analysis of the 
problems perplexing to the individual 
or concern seeking the assistance of the 
officers of the bureau. 


In all features of commercial and in- 
dustrial engineering service, the obtain- 
ing of results alone is paramount and 
operations are not had with a view to 
profits. Fees or the earning of fees is 
always secondary to the performance 
of a constructive piece of work in sav- 
ing the involved debtor, or if he cannot 
be saved, in effecting liquidation at a 
mimimum of cost and maximum of re- 
turn on the values being liquidated. 


The bureaus frequently have to work 
through state receiverships and bank- 
ruptey proceedings where contentious 
creditors refuse to co-operate out of 
court, or where fraud is suspected, or 
where matters of controversy are of 
such character as require a court de- 
cision after litigation. Even through 
the courts, the association’s connection 
is an important factor in securing the 


proper protection for creditors eon. 
cerned, but it is in the cases handled 
through the medium of trust agreements 
out of court that the bureaus show their 
best and most constructive service. 

The first consideration of the depart. 
ment always is in the direction of eon. 
serving a business rather than dissoly- 
tion of business. When a debtor js 
brought in by a creditor, attorney or 
friend, or comes of his own volition, a 
detailed audit of his books and records 
and an appraisement of his assets jg 
made, and at the same time an agree. 
ment is secured to transfer all his assets 
to the manager as trustee by a written 
deed of trust. This trustee is to aet 
for the debtor and his creditors, and 
the business either liquidated or kept 
going as the analysis may dictate. 

In all cases, a committee of three 
creditors is_appointed to act in an ad- 
visory capacity with the trustee. If an 
audit demonstrates that liquidation is 
the only course, the bureau proceeds to 
liquidate at the lowest possible cost and 
at the highest possible realization on 
assets, and when assets have been liqui- 
dated and expenses paid, the proceeds 
are then distributed pro rata to all 
creditors, and the balance, over and 
above the indebtedness, turned back to 
the debtor. If it appears that the busi- 
ness can be saved as a going concern, 
its operation is then continued and 
from a careful study of trade condi- 
tions and the business itself, an effort 
is made to remedy any defeets. Fre- 
quently the remedy is found in the re 
duction of some or all of the items of 
the overhead expense; by adopting 
more economical methods of buying; 
by the establishment of proper account- 
ing systems; cost systems; by studying 
and revising sales policies; production 
programs including frequently the ne 
cessity for complete rearrangement of 
plant machinery and oceasioning the 
finding of a remedy for almost all pos 
sible problems that might arise. 


In both liquidation and reorganiz- 
tion cases, it is necessary to secure the 
consent of all creditors to an extension 
of time for the payment of debtor's ob- 
ligations to permit of the proper ha- 
dling of the ease. Credit grantors could 
aid materially in this work by assenting 
quickly to the proposed plan and by 
giving any information in their file 
which would assist in handling the mat- 
ter. 

By reason of the close relationship 
existing between the bank as a creditor, 
and the debtor, the banker should be 
and usually is, in a position to know 
and see the signs indicating not nece® 
sarily financial embarrassment, but of 
slowing up in the volume of busines 
size of its profits, or the keenness of ifs 
management. 

When such a point is reached the 
banker should be on the alert to offe 
the services of his institution to 
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dient. The time is not far distant when 
banks will, when an account has reached 
a certain size, with indications of slow- 
ing up in the account of the debtor, call 
jn the debtor suggesting, if not insist- 
ing, that an analysis and audit be made 
of the affairs of the concern, either by 
an organization fully qualified and 
equipped for the work, or through its 
own department maintained for that 


purpose. 


WATCH FOR ERRORS IN 
“CONDENSED” STATEMENTS 


Asserting that “condensed” financial 
statements and balance sheets, even 
though certified, frequently require 
special attention with respect to the 
individual items, the Robert Morris As- 
sociates, through its committee on co- 
operation with publie accountants, em- 
phasized the importance of “looking 
behind the figures” in circulars issued 
by investment houses and other organi- 
zations. This was at the annual con- 
vention June 8th, in Washington, D. C. 

Interesting and sometimes leading in- 
formation will also sometimes be ob- 
tained by scanning carefully the letter 
of the president of a corporation which 
often accompanies the financial state- 
ment, declared H. E. Whitney of the 
Bankers Trust Company of New York, 
and chairman of the committee on co- 
operation with public accountants of 
the Robert Morris Associates. For ex- 
ample, in one case a corporation had 
been adding from year to year very 
materially to its plant investment. In 
his annual letter the president stated 
that this investment had now reached 
its peak and no further expenditures 
in that direction would be made for 
some time. Subsequent figures, how- 
ever, showed a substantial inerease in 
the plant account for each of the fol- 
lowing three years, which, of course, 
was a matter for serious consideration 
when analyzing the operations of the 
company, as this increase suggested a 
situation which if proved might indi- 
cate a more or less delicate condition. 

In order to fortify the accuracy of 
statements the committee urged its mem- 
bers, who are all bank credit men, when 
4 certified statement is presented, to 
insist that the borrower sign it as well 
as the accountant. Many concerns are 
inclined to demur at this. 


A MINIMUM CHARGE 
ON SMALL LOANS 


Fifty banks were selected by the 
educational committee of the Wisconsin 
Bankers’ Association from various sec- 
tions of the state and questioned re- 
garding their views, their attitude and 
Present conduct with regard to small 
loan charges. 

The result of this investigation shows 
that 85 per cent of the 50 banks are in 
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tracts of pasture land. 





This bank has become an important link in the marketing 
It offers unequalled facilities for all 
who have financial business in the Great Lakes Region. 


of these dairy products. 


FIRST NATIONAL BANK 


DETROIT 


The First National Bank, the Central Savings Bank and the 
First National Company of Detroit, are under one ownership. 


favor of a uniform charge. While one 
bank reported that it made no charge 
for loans from $5.00 to $25.00, the ma- 
jority made charges ranging from ten 
to 25 and 50 cents on the entire princi- 
pal. In two counties a fixed charge for 
this type of loans is already function- 
ing. 

Inasmuch as the small loan causes the 
banker the most trouble, no bank ean 
afford to make a loan of from $5.00 to 
$25.00 for 30 days at 10 per cent. The 
clerical work alone is worth more than 
that. Neither can a bank afford to 
take chances on collecting more than 
ten per cent on the note as an interest 
charge. The law allows the banks to 
collect no more than ten per cent on 
any loan, regardless of size. 
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DAIRYING 


ICHIGAN is an important dairying state. 


The wholesale value of the milk, cream, butter cheese, ice 
cream, condensed, evaporated and powdered milk including the 
value of dairy calves, reaches a total of $228,582,107. annually. 
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Aceording to the committee, if a eus- 
tomer wishes to be accommodated he 
should pay a service cost on these small 
loans of 50 cents, not as an interest 
charge but as a service cost, paying the 
charge when the loan is made, and the 
bank giving the customer the difference 
between the principal and 50 cents. 
The note should be drawn so it will read, 
—“with interest at seven per cent after 
maturity.” 
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SIDE-STEPPING “GRIEF” ON 


VAULT DOOR LOCKS 


Simple suggestions for eliminating delays and em- 
barrassments by insuring proper working of locks 
and mechanism when regular operators are absent 


By W. P. MOSELY 


UCH trouble with the locks and 
mechanism of safe and vault doors 
often occurs becatise those who regularly 
have charge of their operation are absent 
and the others left in charge do not 
fully understand their adjustments. 
This is often the case during the vaca- 
tion season, but it is just as likely to 
happen at any other time if the man who 
ordinarily locks up the vault doors is 
away. 
An excellent plan for any bank is 
to have at least two people in charge 
of the operation of the vault doors. For 


example, two employes who are unlikely 
to be away from the bank at the same 
time, should be selected for the duty. 
Then one man could lock up during one 
week, and the other could check him up 
on the winding of the movements, lock- 
ing, ete., and changing about in the fol- 
lowing week. By alternating their re- 
sponsibilities both would become 
thoroughly familiar with the operation 
of the entire mechanism. Thus each 
would serve as a check on the other in 
winding the movements the required 
number of hours and in ascertaining that 


VAULT BOXES IN THE “MAKING” 








These two views were 
taken in the plant of 
one of the large vault 
manufacturers and 
shows “‘nests’’ of safe 
deposit boxes under 
construction. 
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all parts of the locks are properly ad. 
justed when the door is closed. 

If one or more movements of the time 
lock should be overwound, no attempt 
should be made to unwind them. The 
time lock will release when the move- 


ment wound for the shortest period 
reaches “zero.” Under no circumstances 
should any part of the time lock 
mechanism be removed nor should any- 
thing be inserted in the time lock with 
the idea of preventing it from locking 
up. Either of these things might cause 
very serious trouble. In many eases 
the mechanism of the door locks auto- 
matically, but can not unlock unless the 
time element is in perfect condition and 
operation. In other words, should the 
movements be overwound and an 
attempt be made to prevent the time 
lock from going “on guard,” at all, this 
actually might stop the time lock from 
releasing, so that the door would lock 
and stay locked—an expensive as well 
as an unpleasant situation. 

Where two combination dial locks are 
on a vault door, both locks should be 
kept in good operating condition. It is 
a good plan to unlock with one lock one 
day, and with the other, the next day, 
thus keeping both in good shape and 
making sure that dependence can be 
placed on either one in an emergency 
where the other might go wrong. 

A number of cases are known where 
bankers have had safes or chests 
equipped with combination dial locks, 
the combinations of which 
known to them. Generally when closing 
them, the banker simply shut the door 
and threw out the bolts, but did not 
throw off the combination, so that it was 
only necessary to draw back the bolt to 
open the door again. However, this 8 
a dangerous condition, because at some 
time or other, accidently, the dial is 
going to be turned and the combination 
will be on guard. 

Where such a door is installed in 4 
bank, it would be a good idea to find 
out the combination of the lock and write 
it down for future use, and then test tt 
out oceasionally to insure the locks 
proper operation should it be needed 

Keys should never be left in the time 
lock, on top of the time-lock case 
anywhere else on the vault door. It B 
bad practice as more than one “lockout 
has been caused by the object falling 
into the mechanism or the lock, render 
ing it unserviceable until the obstrue 
tion is removed. 
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NEW GAS DEVICE TO 
PROTECT VAULTS 


ANKERS were recently introduced 

to a new gas device for the pro- 
tection of vaults from the attacks of 
burglars and yeggmen. The apparatus, 
which is known as “Pro-Tex,” can be 
installed either alone on the inside of 
the vault door or used in connection 
with other protective and alarm mech- 
anisms. 

The equipment is actuated by a flex- 
ible steel lanyard fastened behind the 
bolt works and over the master lug and 
combination box. The lanyard is so 
arranged that the penetration of the 
door by acetylene torch or other means 
eauses it to be cut or broken and this 
operates the firing mechanism which re- 
leases a charge of harmless but effective 
tear gas, inside the vault and in the 
vieinity of the door. 

An important feature of the Pro- 
Tex equipment, according to the manu- 
facturers, is the fact that its simple 
construction permits installation by the 
banker himself without the aid of tools 
and the assistance of experts. And as 
a safeguard against accidental discharge 
during the day, the gas charge is re- 
movable from the firing mechanism. 
This ean be done by lifting the con- 
tamer from its position, thus leaving 
the firing mechanism harmless in effect 
even if it should be discharged, and 
tlminating the possibility of rendering 
the bank or vaults untenable for em- 
ployes and customers during business 
hours. 

When the vault is closed for the day, 
the eanister can be replaced and the 
device prepared for immediate action 
in ease of attack during the night. 

The gas, which is designated as CN 
(echloracetophenone), is in solid cake 
form and is moulded into a brass con- 
tainer as a safeguard against breakage 
or spilling. If the canister should be 
dropped on the floor it is claimed that 
the impact will not cause the gas to 
funetion as it requires the firing mech- 
anism provided in the equipment. 

Yeggmen have no protection against 
the fumes, according to the manufae- 
turers, as it penetrates even the gas 
mask and temporarily blinds—although 
harmless insofar as the permanent effect 
is concerned. 

The polished metal surfaces of vault 
or other bank fixtures are also said to 
be free from any effect as the gas does 
not eause corrosion. After the dis- 
charge and dissipation of the fumes, the 
gas leaves no nauseous odor in the 
banking quarters. 

Another feature claimed for Pro-Tex 
is the permanent strength of the charge, 
as the gas in cake form does not de- 
leriorate with age. 

In announcing this equipment, the 

Tex Laboratories, Inc., of Chicago, 
emphasize the low cost to bankers—a 
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Will Your Vault Resist an 
Attack with These? 


HE safe-blower of today can get any or.all 

of these tools within a few hundred yards 

of your bank. He no longer carries a large kit 

of tools because he can find them in almost any 

garage. The acetylene torch, electric drill, 

sledge, cold chisel, crow bar and many other 

tools necessary for penetrating your vault 
walls are near at hand when he wants them. 


Your best protection is to delay his attack. 
Delay for him means defeat. 


Rivet-Grip Bank Vault Reinforcement gives 
you the protection you need. In the Federal 
Reserve tests at Sandy Hook Rivet-Grip 
resisted the most effective methods of attack 
known to science longer than any other rein- 
forcement since used in the actual construction 


of any vault. 


Representatives in 
all principal 
cities 


cost. 


And, it is the only type of 


reinforcement that can be erected in exact 
duplication of the test walls at a reasonable 


If you are building or re-building your bank 
write for our handbook on modern methods 


of bank vault reinforcement. 


the asking. 


It’s yours for 


' 


IneRivet Grip Steel Company — 


2737 Prospect Avenue 


CLEVELAND, OHIO 


Manufacturers of Rivet-Grip Steel Joists for 
Office Buildings, Large Residences and Garages 


reduction said to be made possible by 
the simple construction which eliminates 
the necessity of employing a staff of 
experts to install. 


“Silent” Alarms For Cook County, IIl. 


Red light signals in buildings sur- 
rounding the bank will be one of the 
methods employed by the banks in Cook 
County, Illinois, outside of the city of 
Chieago, as protection from bandits, ac- 
cording to a plan announced recently. 
These signals, which will be operated 
by electric buttons in the bank floor, 
will inform the persons with firearms 
in the surrounding buildings that the 
bank is being held up and to be on the 
lookout when the bandits emerge to the 
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street. The electric buttons will be in 
every teller’s cage and within easy 
reach of every employe as well as the 
officers. Persons commissioned to 
the firearms will be 
the sheriff. 


use 
commissioned by 





$2,500 Price For Dead Bandits 

As an answering challenge to the 
murdering banditry preying upon out- 
lying banks in the city of Chieago, the 
Chicago and Cook County Bankers As- 
sociation has offered rewards of $2,500 
for the killing of bank bandits and 
$1,000 for information leading to their 
arrest and conviction. The larger re- 
ward is open only to policemen and 
bank employes. 














REPRESENTED 





THE EYES OF THE 
UNDERWORLD 


IN PRINCIPAL CITIES 


sion do they get? 


Diebold equipment in your bank assures 


BANKERS MONTHLY for AUGUST, 1995 


are focused on your bank. What impres- 


you the utmost degree in protection. 


DIEBOLD SAFE & LOCK CO. 


Factory & General Offices 
CANTON, OHIO 













THE BANK AS VACATION 
ALLY FOR CUSTOMERS 


By Aurrep C. Bossom 
ACATION days, regarded as the 
doldrums of the banking year, ean 

be made a means of getting new busi- 
ness by helping the public plan its out- 
ings, whether in this country or abroad. 
The modern bank coming into closer 
contact every day with the personal 
affairs of its customers ean make itself 
almost as useful in the slack season of 
the year as it is when business is at 
full tide. 

While in every family those of mature 
years may feel like staying closer to 
home, there is always the younger gen- 
eration that yearns for change.  Cir- 


eculars relating to vacation plans are 
most effective when sent to clients or to 
prospects. A neat folder, attractively 
decorated and written in the holiday 
spirit is bound to hold the attention of 
the women of every household, who are 
usually the principal infiuence in all 
travel plans. 

When one goes on his vacation he 
appreciates nothing better than a def- 
inite arrangement for the care of his 
financial affairs. The special service de- 
partments of banks can be of inestim- 
able service in caring for the securities 
of patrons, attending to the collection 
of interest and all such details. Even 
the payment of bills, of insurance pre- 
miums and other matters of a personal 
nature can be arranged. Unless per- 


BEHIND THE SCENES IN 


NEW BANDIT DRIVE 











sonal property is in safe hands, vaea- 
tion joys are likely to be mixed with 
vacation gloom. 

Almost all banks have vaults whieh 
are yeggproof, fireproof and foolproof 
and as the storage rooms usually are in 
the basement, where space is inexpen- 
sive, they ean afford to store valuables 
at very reasonable fees. At the same 
time they can provide for the 
storage of furs. <A cold storage vault 
ean be installed at relatively small ex- 


also 


pense and arrangements for the care 
of the furs can be made at compar. 
atively low The refrigeration 
apparatus now employed for such vaults 
is not high priced. Several banks and 
trust companies have installed fur 
storage departments and find them ex 
ceedingly profitable. 

The advantages of offering storage 
facilities to the publie are manifold 
Such service retains old customers and 
attracts new clients. It makes the bank 
trustee of objects which are intimate 
and personal and it builds up thal 
human spirit which is becoming more 
and more marked in the relations of the 


cost. 







{ 
financier to the people. | 
By soliciting safe deposit busines ( 
of this kind in the summer season th 
bank is also likely to rent storage spac 
all the year round. There are likely & 
be among the belongings sent {0 f 
summer storage certain objects of sue ( 
intrinsic or sentimental value, that eu t 
tomers will decide to keep them inde ¢ 
initely in storage, taking them out ony Be 
for certain occasions. This brings abot i 
even closer contacts with the bank. i 
All cireulars regarding vacation faci! I 
ities naturally should include specifi V 
information regarding letters of eredi h 
and the general arrangements for dra¥ 
ing money when the customer is fr is 
from home. g 
C 
a 


ERECTING BANK VAULT 
IN PUBLIC VIEW 


What is believed to be one of the fe 








R. C. Saunders, the ‘“‘master mind” of the town guard system of protection which has been 

organized in 102 Illinois counties, under the direction of the Illinois Bankers Association. Mr. 

Saunders was formerly chief of police in Des Moines, lowa, and organized the town guard system 
in that state. He is also working with the Indiana Bankers Association. 






safety deposit vaults ever const 
in the open and in full view of the 
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aca- 
with 


jie, is near completion at the Will- 
oughby, Ohio, bank of The Cleveland 
Trust Co. 

The heavy net work of basket weave 
steel bars was first installed, and later 
covered with concrete reinforcement. 

Materials used in building the vault, 
which is 15 feet long by 19 feet wide, 
include 9,760 pounds of steel bars, 
11,800 pounds of sand, 3,008 pounds of 
stone, 60 barrels of water and 5,300 
pounds of cement of a total of 314 tons. 

Two armor plate doors weighing 10 
tons each are being fitted and it is ex- 
pected the vault will be ready for use 
late this year, when the enlarged bank- 
ing rooms are expected to be opened. 
In addition to the conerete and steel 
safeguards there will be a net work of 
electrical and other signal and alarm 
systems making this one of the strong- 
est vaults built. 
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NEW COUNTERFEITS 


The Treasury Department in its cir- 
eular letter No. 560 describes two new 
counterfeits as follows: 

$5 Federal Reserve Note 

“On the Federal Reserve Bank of 
New York; check letter ‘G’; face plate 
No. 1377; back plate No. 3326; A. W. 
Mellon, Secretary of the Treasury; 
Frank White, Treasurer of the United 
States; portrait of Lincoln. This 
counterfeit is printed from photo- 
graphie plates on a single piece of good 
quality paper with ink lines to imitate 
the silk fibre of the genuine. 

“It is a deceptive bill, having the ap- 
pearance of a too heavily printed 
genuine, except the number, B1673175D, 
which seems to be the same on all bills 
of the issue, and is printed in black 
instead of blue. The seal also appears 
black instead of blue. The back of the 
counterfeit is better than the face, being 
of good color and workmanship, ap- 
parently subjected to a vanadium bath. 
Care should be exercised in handling 
bills of this particular description.” 

$20 Federal Reserve Note 

“On the Federal Reserve Bank of 
Saint Louis; check letter indistinet or 
omitted; Carter Glass, Secretary of 
the Treasury; John Burke, Treasurer 
of the United States; portrait of Cleve- 
land. This is a very poorly executed 
bill on paper without silk threads or 
mutation of them. The face of the bill 
has the appearance of having been 
Washed, the impression being faint and 
blurred. 


_ “The number of the specimen at hand 
is H6314810. The back of the bill is 
6rass green and so blurred that this 
counterfeit should not deceive a person 
aeeustomed to handling money.” 

Rt line 


ENVELOPES—For Every Purpose 
HECO— CHICAGO 






























The 


Victor Monaghan Mills 


Write for one or more of 
these books: ‘‘Picks to the 
Minute,”’ on the textile indus- 
try; ‘Factories for the Future;’’ 
and “Contentment Under 


Roof,” on industrial housing. 
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HE delightful, modern crea- 

tions in crinkled bed spreads, 
both in plain and silk stripes, are 
typical of the products of this 
group of mills, one of the best 
known in the South. 


In addition to bed spreads, the 
Victor Monaghan Company 
manufactures pillow tubing, 
sheeting, dobby fancies in both 
silk and colors — and a number 
of other types of cloth. 


The growth of this company has 
called for additions and exten- 
sions to its several plants. Some 
of these have been of such a 
character that the services of the 
Engineer were important in 
co-ordinating the design of 
buildings and arrangement of 
machinery with economical pro- 
duction schedules. The engineer- 
ing work was entrusted to this 
Organization. 


A quarter century of experience, 
accumulated in serving more than 
800 industrial clients, is available 
to you. A conference with a 
member of this Organization will 
involve no obligation. 


J. E. SIRRINE & COMPANY. 


Engineers 
Greenville 627 Tenn. Elec. Power Bldg. 
South Carolina Chattanooga, Tenn. 
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WESTERN BANKERS AT TARGET PRACTICE 





FFICERS and employes of the 
Pacifie-Southwest Trust and 
ings Bank of Los Angeles, California 
were taken out to a park in the suburbs 
of the city recently and given target 
practice with pistols, sawed-off shot 
guns and rifles. About 103 officers and 
employes participated in the event which 
will probably be continued each Sunday. 
The six high shot men of the bank 
shown above are, reading from right to 
left : Capt. R. M. MacLennan, 


Sav- 


* * 


J. L. Criswell Heads New Company 

J. L. Criswell, vice president and 
sales manager of the Diebold Safe and 
Lock Co., Canton, Ohio for eight years, 
is now located in Miami, Florida, as 
president of the recently organized 
Criswell-Wilson Corp. Succeeding Mr. 
Criswell at the Diebold Safe and lock 
Co., is W. C. Miller as manager of bank 
vault sales, and H. A. Noble as division 
sales manager. 


Hecolook Envelopes 
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Q.M.R.C.; E. L. Uhlik, E. W. Ginder, 
B. S. Johnson, C. L. Jones and W. B. 
Maranville. The rear of the target is 
also shown to illustrate the accurate 
firing of the men as the target was torn 
to pieces. 

Capt. MacLennan illustrates in No. 3 
how grasp of revolver 
handle permits gentle squeezing of the 
entire hand and thereby prevents pulling 
off the target just as the hammer fells, 
exploding the shell. 


looseness of 


* * * 


Additional compensation was distrib- 
uted recently among the employes of 
the Guaranty Trust Company of New 
York, the Guaranty Company, the 
Guaranty Safe Deposit Company, and 
the Fidelitas Realty Corporation. The 
extra compensation ranged from three 
per cent of the salaries received from 
January 1 to June 30 of this year by 
employes who on the latter date had 
been in service for two years, to five 
per cent for employes who had been in 
service for ten years or more. Service 
time included leave of absence for war 
service. 
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The committee handling the meet is 
shown in No. 4. This includes Capt. 
H. C. Underwood, world war veteran, 
Lt. Col. Thos. F. Cooke, Q.M.R.C,; 
Sergeant Ronald French, Rangemaster 
of police rifle range and Capt. Mae- 
Lennan. 

According to officials of the police 
department, the bankers showed excep- 
tional skill for their first practice shoot- 
ing. This marks another forward step 
in combating daylight bandits. 


* * 


New Economic Review 

An interesting summary of economit 
and business activities is published 
monthly by the California Bank of l# 
Angeles, under the heading of “Trade 
Trends.” This review is largely 0 
tional in scope, although some commett 
is made regarding international bu 
Unlike the eastern bank public 
tions, “Trade-Trends” is a four pag 
letter size pamphlet and the items # 
brief but to the point. 

Copies may be had by writing the 
bank and making known your des 
to be placed upon their mailing list 


ness. 
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Your customers come to you for 
information on an infinite variety 


of banking problems 





For more than fifty-two years 
Rand M¢Na.L_y & ComPaNy have 
contributed to the development of 
banking by furnishing through their 
Bank Publications trustworthy and 
accurate information. And year by 
year this information has kept pace 
with the growth of American banks, 
meeting at all times the demands 
created by their marvelous growth. 
-This Rann MENALLY service is, 
withal, reasonable in cost. The bank 
that avails itself of it may not only 





Dept. 18 


increase its usefulness to patrons ‘and 
community, but heighten the high 
regard and confidence in which the 
modern banking institution is held. 

Ranp MENALLY banking publi- 
cations embrace RAND MENALLY 
Bankers’ Directory—Blue Book; 
The Bankers’ Monthly; Key to the 
Numerical System of the A. B. A.; 
Bankers’ Service Guide; Bankers’ 
Service Bulletin; Banking and Busi- 
ness Ethics, and a complete line of 
maps for bankers. 


vD ME&NALLY & GoMIPANY 


536 S. Clark Street, Chicago 


Largest Publishers of Banking Publications in the World. Established 1856 
Official Numbering Agent, American Bankers Association 
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WIRE, DUCT, AND PIPE SYSTEMS 
IN YOUR NEW BUILDING 


It pays to plan for the lighting, heating, venti- 
lating and similar requirements before erecting 
the building in order to avoid costly alterations 


By WARREN M. BRUNER 


President, Bruner and Simmons, Inc., Office Layout Specialists 


NDERLYING the modern city is a 

network of systems, pipe lines for 
water supply and gas, conduits for 
electric light and power wires, telephone 
wires and telegraph and tickler wires, 
tubes for postal service, and sub- 
ways for transportation of passengers, 
freight and ashes. Fifty years ago the 
services rendered by these were un- 
known or existed in primitive form. 

Within the modern bank and office 
building, on a smaller scale, there is 
a corresponding network of similar sys- 
tems which also render services un- 
known or hardly developed a half cen- 
tury ago. But modern business depends 
for its operation largely upon these 
services, and a building erected fifty 
years ago, or designed along the same 
architectural principles, obviously can- 
not accommodate adequately the pres- 
ent office requirements. 

In preceding articles, mention was 
made of the necessity for planning the 
new bank building to meet the require- 
ments of the business, and the pro- 
cedure for estimating and providing for 
growth was discussed. This article re- 
lates chiefly to the office needs that are 
served by various wire, duct and pipe 
systems, and the ways in which these 
needs can best be taken care of at the 
time a building is being erected. 


Operational Requirements 

In regard to the systems described, 
we come to another application of the 
information we have collected on which 
to forecast future growth. Installation 
costs are heavy and the correction of 
mistakes, because of lack of adequate 
provision for growth, is extremely 
costly. I recall an expenditure of sev- 
eral thousand dollars to change tele- 
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phone outlets within a month after a 
bank had moved into new quarters. 

Lighting. Too much stress cannot be 
laid on the importance of providing the 
proper kind of lighting in adequate 
amounts. Office work subjects the hu- 
man eye to strains never before en- 
countered and in the interest of more 
and better work, the eyesight of em- 
ployes should be conserved. 

The present tendency in artificial il- 
lumination is away from direct lighting, 
which throws the light directly upon the 
working plane, and toward semi-in- 
direct which throws part of the light 
to the ceiling where it is_ reflected, 
or totally indirect, which throws all of 
light to the ceiling. However, these 


This illustrates how a ventilating duct can be 
made part of a column, with only the outlet 
showing. 


require more intensive or more frequent 
units than direct lighting, and conse- 
quently, more eurrent or gas. 

Another tendency is toward provid- 
ing more illumination than was for- 
merly thought necessary. So, to take 
care of developments along these lines, 
the wires or pipes, and all other parts 
of the systems, should allow for greater 
consumption than may seem needed at 
the time the building is erected. 

Office Machinery. Adding, bookkeep- 
ing, addressing, envelope opening, en- 
velope sealing, and ecard finding ma- 
chines are all familiar in the up-to-date 
bank. The first models of these were 
operated manually, but just as they 
superseded hand methods, so electrically 
driven machines are superseding them. 

All of these machines are served by 
the same electric power system that 
supplies the electrical illumination. 
But inventors are still busy and there 
is no indication that we have arrived 
at the ultimate development along these 
lines. So, for this reason also the eleec- 
trie wiring system should provide for 
much greater current consumption than 
immediate demands eall for. Provision 
should also be made for tapping the 
system by means of outlets located at 
frequent intervals where likely to be 


needed. 


Neglect of this precaution in the past 


cost banks thousands of 
the wiring system, 


has already 
dollars in changing 
or has prevented the installation of 
worth-while improvements. 

Heating. The common heating sys 
tems are too well-known to require any 
discussion. And once installed, few 
changes are necessary except perhaps 
the oceasional shifting of a radiator. A 
warning is not out of place, however, 





‘re 


BANKERS MONTHLY for AUGUST, 1925 





\TY TEPP MIDLAND TERRA G STIAMITY AND TE OTTAMIDIAND TERRA CTL | ATT)T A TEDPDA 
YAY 1) TERS ACTIAM JLAND IDNA v CTIAMID LAN wv ICE RRA © LAN Dis > | a IDL NOT CNY \OTTA 
: is 
-_— 
C = 
© = 
<t = 
be, ~5 
be - : 
De : 
cy = 
= | 
>. > 
a ro 
cs £: 
cr e. — 
vs = 
=, - 
rev < 
» Ky a 
4 
ins j 
= 7 
oS - 
~, 
bend 
— - 
owe — 
O =, 
< } “ 
s = 
~y => 
2 = 
on bey 
a a 
aA ras) 
= as 
Q at 
Ps > 
vee ” 
ae %- 
| med -—— 
Fn a = | 
' — 
we — 
let i 
ny So 
& ZZ 
2; og 
<4 am 
> > 
aaa x: 
— _ < 
9) = 
> 
S S 
— 
= 
4e5 
> 





AMIDLAND TERS 


L 


Detail—Hotel Walton 
Rissman and Hirschfeld, Architects 


Regardless of the type of building or style ot 
architecture, Midland Terra Cotta is a fitting 
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= medium that meets every architectural requirement. = 


_ Midland ‘Terra Cotta Company 


105 West Monroe Street. Chicago, Illinois 
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The directors’ rocm of the Federation Bank of New York City, showing the novel manner in which 
the ventilating outlets are concealed in the upper part cf the lighting fixtures. 


insure that the heating plant has eapac- 
itv to furnish sufficient heat to take 
care of any addition to the building 
that may be made later. An excess 
capacity for a number of years may 
be more economical than a change in 
the plant. 

With the increase in the cost of coal 
the question of the kind of fuel to use 
should also be studied, as recent de- 
velopments in the use of oil make this 
appear a likely substitute for which 
many advantages are claimed. If an 
oil system is used, there will be addi- 
tional demands on the electric wiring. 
Despite all that has 
been said and written on ventilation, 
it is still in the experimental stage and 
experts still do not agree as to the 
proper methods. However, whether the 
intake is near the floor or ceiling, and 
whether the air is washed, heated, dried 
or left in its original condition, -most 
systems of forced ventilation depend 
upon ducts of some sort for conveying 
the air. 


Ventilating. 


At best, these ducts are no ornament. 
If planned when the building is de- 
signed, they can be effectively concealed. 
If put in as an afterthought, or if 
changes are necessary, the symmetry 
and beauty of the rooms are spoiled, the 
lighting system is interfered with, and 
the cost is considerable. Again we must 
plan adequately for extensions and we 
must consider the electric current re- 
quired and likely to be required. 

Communicating. In an article in the 


July issue of THE BANKERS SERVICE 
BULLETIN, various systems of inter- 
communication were discussed and em- 
phasis was laid on the possibilities of 
their further development. Ticker, fire 
and burglar alarms, telegraph and city 
telephones, all of which are connected 
with the outside; and interior tele- 
phones, annunciators, call systems, mes- 
sage recording systems, and conveyors 
of different types, which are purely 
internal systems, all require some pro- 
vision for conduits, tubes, cables, wall 
cpenings and the like. And most of 
these are more economically and effec- 
tively located if provision is definitely 
planned in advance. 


At this time, the application of mod- 
ern communicating devices to the needs 
of the bank should be studied carefully 
and decision made as to just which ones 
will be installed. Keeping pace with 
developments. it is likely that you will 
want systems not previously in use. It 
will then be necessary to plan the ar- 
rangement of stations, outlets, connec- 
tions, switches, and so forth, again hav- 
ing in mind the possibilities of future 
growth, so that extensions can be read- 
ily made. 

Water Supply. Banking operation 
requires nothing unusual in the way of 
water supply and much of this plan- 
ning can be left to the architect. The 
location of these facilities, however, 
should reduce to a minimum the loss of 
time on the part of employes in using 
them. For some types of work, fre- 


quent washing of the hands is desirable 
to prevent spoilage and to insure neat 
work. The initial cost of installation 
should not be the only factor considered 
in determining where they shall be 
placed. 

Drinking Water. Considerations of 
good health dictate more frequent drink- 
ing of water than is usually the case in 
the average office. To facilitate this 
and to avoid time-consuming trips, 
fountains should be placed at frequent 
intervals. If bottled water is used, 
there is no problem, but if a system of 
filtering and cooling water obtained 
from the city’s supply is adopted, then 
attention should be given to the ques- 
tion and water risers and drains should 
be located in walls and columns where 
they will be convenient. 

Other Facilities. If it is contem- 
plated that part of the space in the 
new building is to be rented to other 
tenants, consideration must be given to 
the nature of their requirements. Doe- 
tors and dentists, for example, require 
more in the way of water, compressed 
air and so forth than others. 


Meeting These Requirements 


We now have a good idea of the office 
functions that require provision for 
their operation in advance of the eree- 
tion of the building. Let us now con- 
sider some of the ways in which pro- 
vision can best be made. 

In the case of the needs served by 
gas, steam, or water, it is a question of 
determining the kind and size of pipes 
and running them up walls and col- 
umns. This is a matter for the arehi- 
tect to handle after the outlets have 
been decided upon and when the amount 
and provision for growth have been 
determined. 

For ventilation it is a problem of 
running ducts up walls and columns 
and along the beams where they can be 
concealed entirely or made an integral 
part of the column or beam with only 
the outlets showing. 

For the disposal of paper and rub- 
bish, and for conveying documents and 
packages, provision may take the form 
of chutes or dumbwaiters usually built 
into the wall with only the openings 
visible. 

Electrie wiring for light and power 
require special provision because of the 
fire hazard. This takes the form ot 
insulation around the wires or cables 
and also inclosure in a pipe or conduit 
where they are protected against frie- 
tion, moisture and the teeth of rats. 


Wiring for exterior and interior tele 
phones, telegraph, ticker, thermostats, 
annunicators, and other communicating 
systems do not require the same precal- 
tions because of the low voltage of the 
electric current needed for their oper® 
tion. Most of these systems are sub- 
ject to frequent changes and apprecr 
able sums of money can be saved by 
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planning so that changes can be made 
readily. 


One of the devices used in running wires 
js the trench or conduit system that 
reaches all places likely to be used, with 
junction boxes at frequent intersee- 
tions. Such a system gives flexibility 
in moving equipment and making ex- 
tensions, as the wires can be drawn to 
any location. It should be set in at 
the time the floor is laid, because the 
cost of cutting the floor later for that 






FENOVABLE _- 
BASE BOARD 


To avoid possible alterations for wiring it is | 
advisable to provide a removable baseboard | 


throughout the banking quarters, of the type 
illustrated above. 

purpose is usually prohibitive. Figure 1 

shows how the trench system is laid out. 

Another device that serves the same 
purpose is a movable baseboard with 
the wires running behind. For small 
rooms, this arrangement is sufficient for 
low tension wires, but in a large room 
the trench system also is necessary to 
get at the space away from the walls. 

Of the conveyor systems, the pneu- 
matie tube connecting tellers with book- 
keepers, or other departments, is the 
only one that ean be built into the wall 
and even that is more frequently found 
outside. 

Plans are being drawn for the con- 
struction of a six story bank and office 
building for The West Philadelphia 
Title and Trust Company, Philadelphia, 
Pennsylvania. 


An addition to the Traders National 
Bank and office building of Seranton, 
Pennsylvania, will be made, for which 
plans are now being drawn. 


Contract has been awarded to make 

an addition and alterations to the 
Fidelity Deposit and Diseount Bank 
building of Dunmore, Pennsylvania. 


A new bank and office building is 
Planned for The National Bank of 
Waterville, New York. 


Contract will soon be awarded for 
the new two-story bank and office build- 
ing for the First National Bank, Ken- 
more, New York. 





59 





















View of Main Public Space 


ATLANTIC NATIONAL BANK 


Post Office Square, Boston, Mass. 

















Carried out in imported Travertine 
floors and walls with ornamental 
plaster for the ceiling. The grilles 
and counter screens are of bronze. 


NOTHER new note in bank architecture 
was struck in the designing of the 
Atlantic National Bank when the tellers’ 
cages, which can be seen to the left of 
the illustration above, were wholly en- 


closed from the main banking room. 


And like all Thomas M. James’ jobs, it 
shows the finishing touches of master 
craftsmanship, 


Thomas M. James Company 


Bank Architects and Equipment Engineers 


3 Park St., Boston, Mass. 
342 Madison Ave., New York Fuller Bidg., Springfield, Mass. 
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HOW A BANK CONDUCTED A FOUR 
DAYS’ HOUSE-W ARMING 


Nearly 100,000 visitors were received in 
the new banking home as a result of a 
carefully mapped out publicity program 


T the end of the first day in which 

the United Banking and Trust 
Company of Cleveland occupied its 
handsome new home it was found that 
more than seven hundred new accounts 
had been opened with a total of a little 
more than $3,000,000. 

Guards who were placed at the en- 
trance-way to check the number of 
incoming visitors recorded close to 30,- 
000 on the first day of the opening, 
June 29th. Four days were set aside 
for the house-warming and during these 
days close to 100,000 friends and cus- 
tomers visited the new banking home. 

The stage for the opening was care- 
fully set by means of preliminary ad- 
vertising and publicity, using every 
known medium. Five weeks before the 
opening a series of newspaper adver- 
tisements appeared in the Cleveland 
papers with the general title, “United 
With Progress.” This 
the new bank building in a cloud effect 
united with illustrations in the fore- 
ground signifying the United City, com- 


series showed 


meree and industry, stores and homes. 
These advertisements made a favorable 
impression. 

Following this series and during the 
ten days before the actual opening, en- 
graved invitations were mailed to com- 





FIRST NATIONAL BANK OF ALBION 
ALBION, PA. 


We invite your correspondence 


SHUTTS & MORRISON 
BANK ARCHITECTS 


Marine Bank Building 
ERIE, PENNA. 


By HENRY BISHOP 


mereial depositors, stockholders, bank- 
ers and leading business men of Cleve- 
land. Five days before the opening an 
invitation in two giving the 
artists who would appear on the musical 
program, was delivered to each home on 
Cleveland’s West Side, a total of ap- 
proximately 50,000. The week just be- 
fore the opening was devoted to private 
showings for the employes, stockholders, 
commercial customers and business men 
of the district. Twenty-five hundred 
people were entertained at banquets in 
the new building before which appeared 
directors, city manager William R. 
Hopkins and William Rose, 
president of William Ganson Rose, 
Incorporated, publicity counsel to the 
bank. 


colors 


Ganson 


During the same week a car card was 


caps were given to the boys while hand- 
kerchiefs were presented to the girls. 

The opening day was scheduled for 
Monday, the 29th, and on Sunday, June 
28th, two leading Cleveland newspapers 
published special four page sections de- 
voted to the opening of the bank and 
featured the musical programs by one 
of Cleveland’s leading orchestras. 

On Monday, the opening day, an ad- 
vertisement capped by an_ illustration 
of the ornamental pediment on the bank 
entrance-way presented the final invita- 
tion and the musical program for the 
evening. Interest in the opening week 
was sustained by using smaller adver- 
tisements during the week quoting the 
city manager and the chairman of the 
board of the Federal Reserve Bank and 


the mayor. One of these acvertise- 


How the new home of the United Bank of Cleveland appeared on opening day. 


placed in every west side street car 
telling of the opening days, the souv- 
enirs and musical programs. — Bill- 
boards were also used to feature the 
four opening days. 

On Saturday before the formal open- 
ing 3000 children were entertained with 
a wholesome vaudeville program in the 
lobby of the new bank and felt skull 


ments was headed in bold type: “A 
Great Credit to a Great City.”—W. BR 
Hopkins. Then followed: “These 
were the words of W. R. Hopkins, eit 
manager of Cleveland, when he visited 
the new building of the United Bank. 
You are invited to view the new bank 
today.” The musical program of the 
evening was then listed followed by the 
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bank signature. 
No stone was left unturned in order 
to communicate to the people of Cleve- 
land, and especially to the West Side, 
that the greatest banking and business 
puilding in that section of the city would 
be opened to them on June 29th. The 
bank lobby itself is considered one of 
the most beautiful in the state with a 
eoffered ceiling decorated in gold and | 
eolors and illuminated by twelve high | 
d- arched windows as it appeared on open- | 
arched windows framed in columns of 
Verde Antique marble. A view of the | 
lobby as it appeared pn opening day | 
before the crowd started to come is 
le. shown in the accompanying illustration. | 
nd In the basement of the bank are lo- | 
ne eated the directors’ room, a committee | 
room available for corporations and as- | 
sociations, and the safe deposit depart- | 
ment guarded by a door said to be | 
ok second only in size in Cleveland to that 
of the Fourth District Federal Reserve 
Bank. 


Home of Guardian Trust, Detroit 
The Guardian Trust Company of | 
Detroit, Michigan, occupying space on 
the ground floor of the Buhl building, | 
formally opened its doors to the publie | 
recently. The finish and design of the 
new quarters are somewhat unique for 
abank. Entering from Griswold Street, 
through decorative iron doors, one finds 
himself in a room finished with walnut 
extending from floor to ceiling. The | 
i ceiling instead of the usual plaster | 
| offers, has been treated like an old 
Italian beamed and paneled surface of 
polychromed wood in a lighter tone than 
the side walls. The floor is of traver- 
tine marble laid in a pattern of buff 
and cream color. 
There are two entrances—one from VIRGINIA TRUST COMPANY 
Griswold Street, the other from the Richmond, Virginia 
Buhl building lobby—the two are con- 
nected by a public space between the 
bond department at the north and the 
officers’ platform at the south side. HE great Roman Arch which forms 
Adjoining these spaces are the confer- ‘ Oe; ¢ 
enee rooms and the president’s office. the facade of this building gives 


The basement contains the safe de an air of strength and permanency. 
posit department which is reached by | 


a broad stairway. To avoid being dominated by its sur- 
One hundred fifty thousand dollars roundings the most durable light 


will be invested in an addition to the material was adopted. 
building of the Westfield Trust Com- 
pany, Westfield, New Jersey. 
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Plans are being drawn to remodel the 
three story bank building of the Farm- A L F R E D C B O S SN) O M 
ets National Bank, -Taylorville, Illinois. ; . : 

Forty thousand dollars will be spent in Bank Architect and Equipment Engineer 


hese making these improvements. 680 Fifth Avenue NEW YORK 
city 
sited 
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yank 
the 
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The Market Traders Trust Company 
of Chieago plans to erect an eight story 


mi 
office building costing $1,000,000 con- « ANAY ya * 
taining bank quarters and offices on a a BY j Lig 
77x100 foot site at Washington Boule- 


-_ 
a 








EY B 
vard and Halsted Street. ’ (ry) mace 





Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


A CONTRAST TO THE “MORGUE” 


TYPE OF BANKING ROOM 


Use of variegated colors and marbles 
in new home of First National Bank of . 
Davenport, Iowa suggests warmth and cheer 


he tu avoid the so-called “morgue” 
effect in a banking room is a prob- 
lem that bank architects are trying to 
solve more and more. This has been 
done successfully in the recently eom- 
pleted nine-story home of the First Na- 
tional Bank of Davenport, Iowa, which 
is a distinct departure from the cold 
marble and stone type of banking room. 
The banking quarters throughout con- 
vey a spirit of warmth. 

In order to secure this warmth in the 
floor of the banking room and to avoid 
the cost of marble mosaic floors, a com- 
bination of tile and marble was adopted, 
with considerable suecess. The marble 
is variegated with a base color of bates- 
ville marble, varied by swanton black 


By LEONARD BRAINERD 


the blues, silvers, and golds of the ceil- 
ing, the walls are made of gray stone 
plaster, each special stone being treated 
separately in different textures and 
shadings. 

All cage work and equipment is of 
metal, as are also the officers’ desks. 

The directors’ room is a combination 
president’s and directors’ room, being 
used continually by the officers. It has 
the same warm treatment as the bank- 
ing room proper, walnut wainscoting, 
and richly colored ceiling similar to 
those of the early French renaissance 
chateaus. 

Lighting fixtures on the side walls 
are provided with warm-colored mica 
shades and thus help to create the idea 











Main banking room of the First National Bank of Davenport, lowa. Note how ample lighting is 
provided, and also the colorful treatment of the floor and ceiling. 


and other gray-colored marbles. 
Warmth was secured in the 

fronts by using a base and counter top 

of Belgian black marble with a die of 


eage 


Mexiean walnut, laid in hexagonal 
panels, which also’ gives richness. 


Bronze and plate glass were used above 
the counter top, giving a clean, busi- 
ness-like effect throughout the bank. 

effects 


In contrast to these and to 





Bankers Safety Envelopes 
HECO ENVELOPE COMPANY 


Chicago, Illinois 





of a living room, instead of a cold pub- 
lie bank. 

An interesting feature of the build- 
ing is the bronze entrance doorway and 
entrance lobby, which is treated in a 
decorative and colorful manner. In de- 
sign it is influenced both by the Italian 
renaissance and the metal compositions 
in the Rejas of the Spanish renaissance. 
The ceiling in the elevator entrance 
lobby is slightly curved, similar to a 
barrel vault, and decorated with light 
plaster work, richly colored. Geome- 
trical figures in the ceiling contain rep- 
resentations in plaster of the early 
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history of the city of Davenport, such 
as the landing of Father Marquette, and 
also indications in the figures of vari- 
ous Greek and American coins. 

The exterior of the building is of 
Bedford limestone; the wainscoting and 
floor of the corridors of gray Tennessee 
marble. An unusual feature is the 
copper cornice, which has been treated 
in a manner similar to the gilt and 
copper cornice of the Gorham building 
in New York City. Metal window 
frames were used for the windows on 
account of the inereased light, dura- 
bility, and weather-proof qualities. 


SOUND POLICIES IN 
DIRECTING YOUR BOND 
ACCOUNT 


(Continued from page 28) 





equitable earnings on the capital in- 
vested. Of far greater importance is 
the fact that public utility companies 
supply commodities that are today and 
will continue to be considered as neces- 
sities and that they operate for the 
most part without competition. In 
addition, they manufacture —produets 
that are consumed as rapidly as they 
are produced and, accordingly, they are 
never faced with the periodical neces 
sity of taking huge inventory losses as 
in the ease of industrial concerns. In 
short, their business is more nearly on 
a month-to-month cash turnover basis 
than the vast majority of enterprise 
are in a position to establish. 

The market operations of 1924 i 
which public utility seeurities,—both 
stocks and bonds—took a central pos 
tion affords the best illustration of th 
tremendously increased public appretit- 
tion of public utility companies, cr 
fidence in the stability of their oper 
tions and soundness of their financial 
structures. 


The final division of the so-called tar 
able group consists of the obligations 0 
foreign governments and foreign cor 
porations, a type of security that be 
been known in the American investwetl 
markets, in any substantial amounts, 10 
a period of less than ten years. The pe& 
centage of our investing public whieh 
buys such securities still is relatively 
small, although a large number of issté 
in this class which have been offered @ 
American investors deserve a high #& 
gree of contidence. 

As for considering such bonds { 
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What Our 
Service 
Consists of 


1—Consultations, _ pre- 
liminary sketches, 
estimates of cost, in- 
cluding water color 
design of proposed 
building. 


2—Complete plans, spec- 
ifications, full size de- 
tails and awarding of 
contracts in conjunc- 
tion with owner. 


3—Complete superin- 
tendence. 





Write for our brochure on the “Open Door to Bank Architecture” 


W. GIBBONS UFFENDELL, INC., Bank Architect 


39 S. STATE STREET, CHICAGO, ILL. 
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If you contemplate remodeling or constructing 
a new building, let us give you our proposition. 





BANK, ELMHURST, ILL. 
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seondary reserve purposes, certain 
pertinent facts must be taken into con- 
sideration. In the first place, our in- 
vesting public is becoming educated 
only slowly towards this division of the 
bond market. It will probably be a 
matter of several years before we may 
expect to develop such a market for 
foreign issues as will be comparable to 
that which existed in the large Euro- 
pean capitals before the war. In the 
meantime, therefore, this type of invest- 
ment will continue to lack in some re- 
speets the most dependable market and 
will not be free from the effect of 
rapid changes in publie sentiment and 
resulting rapid fluctuations in price. 
It follows that while the higher grade 
issues may be purchased with confi- 
dence, in so far as their safety is con- 
cerned, on a basis that will return an 
unusually attractive rate of interest, 
they must not be expected to carry the 
remaining qualifications of secondary 
reserve items that are obtainable in the 
securities of our: domestic corporations. 


Tn view of these facts, therefore, we 
believe that banks should supervise the 
character and amounts of their foreign 
holdings that they include in their bond 
*ecount with extreme care. There are 
some hanks that are fully justified in 
tequiring securities of this type for in- 
Yetment purposes in larger amounts 

is true of other banks. As a gen- 
eral proposition, however, the rule of 









extreme care and limited amounts must 
apply because, at the present time, it 
is not possible to attribute to foreign 
governments and corporation obliga- 
tions, with the possible exception of 
Canadian securities, the same degree of 
stability that ean be secured in other 
types of bonds. 

While much has been written and far 
too much has been said in recent years 
with respect to the proper percentage 
of distribution or diversification of these 
four main divisions of taxable seeuri- 
ties, any one who has seriously studied 
the question must agree that any set 
rule is useless. The bank that attempts 
to follow a rule laid down for a hypo- 
thetieal average bank may have certain 
conditions that will make its bond ae- 
count, selected on any such “average” 
basis, work out most unsatisfactorily. 

“In general, however, it may be stated 
that in most instances all four types of 
bonds inthe so-called taxable group 
may well be represented in the secon- 
dary reserve bank account. However, 
it is obvious that the portion of the 
account selected from each division 
should not be subject to any fixed stan- 
dard. The selection in each instance 
must depend not only upon the needs of 
each institution but also upon the faet 
that changed conditions inevitably will 
produce altered policies with relation 
to each separate type of investment. 


This discussion of theory and prac- 


Readers will confer @ favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 


tice and of the more important factors 
of sound investment policy which should 
enter into the administration of a bond 
account has been appreciated in some 
of our older investment markets for 
many years. Within more recent vears 
there has been a growing appreciation 
of these factors throughout the country. 
In many instances, no doubt, general 
application of the principles has been 
retarded somewhat by reason both of 
amateur advice and administration. The 
experience of hundreds of insurance 
companies, banks, institutions, and cor- 
porations over a wide area, 
gradually is proving the usefulness and 
real value of thorough analysis of the 
specifie requirements of each individual 
institution and constant supervision of 
the bond account, when it is properly 
carried out. 

With this increased appreciation and 
intelligent supervision, banking institu- 
tions will seeure a higher degree of in- 
vestment value. In addition, it may be 
expected that an inereased degree of 
stability will result in the bond market, 
because many arbitrary factors which 
have been active heretofore 
will be eliminated bond buyers 
have learned to rely upon tangible facts 
and specifie theory and practice in the 
selection of their investment securities. 


however, 


influences 
when 


Joseph M. Benz was elected pres- 
ident of the Midwest Savings and Loan 
Company, Cincinnati, Ohio. 





QUESTION NO. 1. What method 
of signaling for various officers do you 
recommend to be installed through our 
Offices ? 

ANSWER. We suppose in such a 
large institution as vours that you will 
install a separate interecommunicating 
telephone service and we would recom- 
mend the installation as manufactured 
by the Automatic Telephone Company 
of Chicago. Then, if you desire a sig- 
nalling device, it can be installed in 
connection with this automatic telephone 
service. It may be in the nature of 
electric flashlight system, with the lights 
flashing in any part and as many parts 
of your offices as may be deemed ad- 
visable. It may be performed with 
bells. Any one desiring to get in touch 
with some officer, finding him not in 
his regular office, would simply dial a 
certain number on his inter-communi- 
cating telephone instrument and the 
lights would flash at every station 
throughout your offices, and he would 
simply step to a phone and be con- 
nected with you immediately. 

QUESTION NO. 2. What is hard 
lead? : 

ANSWER. Hard lead is just what 
the name signifies and is sold by the 


HERE IS THE ANSWER TO YOUR 
BUILDING PROBLEMS 


Each month you will find in this “Question 
Box” what an experienced bank engineer says 
on matters that are of vital interest to bankers 





United Lead Company, 111 Broadway, 
New York City. It is the most perma- 
ment and lasting material which can 
be used for flashing of roofs, ete. It 
is also used for ornamental work such 
as conductor heads, conductor pipe, 
gutter and fittings, ete., in connection 
with the same, ornamental cast work 
where permanency is an_ important 
item, and is particularly satisfactory 
for covering of spires, steeples, ete., 
and takes on by weathering a soft gray 
oxidization which harmonizes very 
nicely with stone work. 

QUESTION NO. 3. Is lead and oil 
paint better than prepared paints? 

ANSWER. This is a pretty broad 
question to answer briefly. There is 
little doubt but that lead and oil paint, 
properly mixed, is better for some pur- 
poses than the majority of the so-called 
“ready-mixed” paints. In the _ first 
place paint should be mixed for the 
particular place it is to be used; for 
the particular materials to which it is 
to be applied. It should be mixed in 
a certain manner for priming coat. A 
little differently for other coats. <A 
paint which would be satisfactory in 
the middle west would not be satisfac- 
tory on the Atlantie coast. Climatic 









Tuts beautiful and imposing 
Granite and Bedford stone 
building was designed and is 
being built and equipped for 
the CITIZENS NATIONAL 
BANK at Romeo, Mich., 
under our Actual Cost, Guar- 
anteed, plus Fixed Fee plan, 
with saving returned to owners. 


We will call on you, if you 


wish, without obligation. 


Our expert advice is yours for 


the asking. 


















CITIZENS NATIONAL BANK 
ROMEO, MICH. 


BOND-HUBBARD COMPANY 
Bank Builders 


1438 First National Bank Building 


Chicago, III. 
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- and these ean be obtained from the Yale 













conditions determine paint values to a 
greater degree than is ordinarily un. 
derstood. On the other hand, the scien. 
tifie mixing of paints produces a more 
satisfactory result all along the line 
than does the half-way mixing done on 
the job by the ordinary painter. The 
manufacturers of the so-called “ready. 
mixed” paints argue that the painter on 
the job mixing lead and oil by hand 
cannot produce a mixture that is any- 
where near the equal of the paints 
mixed by machine. Yet these same 
manufacturers instruct on their con- 
tainers that the painter add a little 
oil or a little turpentine or some other 
material to produce certain conditions 
necessary for the proper application of 
the majority of this ready-mixed paint. 

The best way to settle the paint ques- 
tion is to pick the very best painter 
that you can find, who has had experi- 
ence in the particular community where 
the paint is to be applied, who con- 
siders the material to which the paint 
is to be applied, whether it be priming 
coat, first coat or a repainting job, and 
let him put on the paint which, in his 
judgment, he thinks is the best. It 
may be a ready-mixed paint, he maj 
be a lead and oil man, but the chances 
are that the result will be more satis 
factory than if a well advertised ready- 
mixed paint is selected and the painter 
instructed to use it. 

QUESTION NO. 4. What is the 
advanced type of safe deposit lock? 

ANSWER. The most advanced type 
of safe deposit lock is that type know 
as the “sealed key” safe deposit loc 


































& Towne Mfg. Company and Sargent é 
Greenleaf. With the ordinary safe dé 
posit Iocks the customers’ keys are kept 
in key trays and handled by the vaul 
custodian. The weakness in this s 
tem has laid the custodians and th 
banks open to attack by those who a 
quick to accuse others. By the so-callé 
“sealed key” method each pair of ker 
is sealed in a heavy envelope by th 
manufacturer and the seal should nev 
be broken except by the customer wl 
draws a sealed envelope from tho* 
held by the bank. The custodian usit 
a set up key and a guard key and th 
customer using one of the keys fv 
the sealed envelope, sets up the lock # 
fit that particular key and then the lot 
is set and cannot be opened witho# 
the use of the customer’s key; so tht 
none of the bank officials ever hand! 
in any way the customer’s key. The 
fore, the possibility of duplication * 
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the key is greatly reduced over the 
method whereby the keys are kept in 
trays and are numbered for a particular 


box. 

QUESTION NO. 5. What is the 
advantage of bronze over iron? 
ANSWER. Compared with iron, 
bronze is a piece of jewelry. It is a 
much finer product and offers itself 
much more readily to fine detailed orna- 
mentation than does iron. One of the 
most important differences is in the 
matter of upkeep. Iron rusts and must 
always be painted or otherwise pre- 
served. Bronze does not rust and un- 
der ordinary atmospHeric conditions 
takes on a beautiful finish. To be sure, 
iron as well as bronze must be cleaned 
oceasionally. Generally, iron is cleaned 
only when it is newly painted, while 
bronze is generally cleaned much more 
often. Bronze’s first cost is higher 
than a similar design in iron, but the 
upkeep is considerably less, so that if 
your bank ean afford the first cost of 
bronze they will find over a period of 
years that from an upkeep standpoint 
bronze is far more economical than 
iron. 


QUESTION NO. 6. Is concrete be- 
ing used as generally in building con- 
struction as it has been in the past? 

ANSWER. Concrete is being used 
fully as much as in the past and we 
would say that it is being used even 
more, especially for structural work. 
There is still a strong tendency to use 
for decorative production the natural 
materials that have been used for years, 
although some of the finest buildings 
in the country have the most expensive 
ornamentation carried out in east stone, 
so-ealled, which is nothing more nor 
less than conerete. With the advance 
in the cost of building and the efforts 
of all interested in the building industry 
to keep the costs down, it would ap- 
pear to be the tendency of the times to 
use the most economical materials and 
this is leaning to improvements in con- 
trete construction of all kinds. Con- 
crete is a most flexible type of material 
and can be used under almost any 
condition, and in using it the least ex- 
pensive labor is largely employed. Of 
course there are cases where structural 
steel would prove less expensive than 
4 similar structure in concrete, but 
there seems to be little doubt at the 
Present time but what the continued 
use of concrete will increase and be- 
‘ome more general as time goes on, as 
improvements in the methods and de- 
sign may develop. 

QUESTION NO. 7. Which is the 
best, the stationary type vacuum cleaner 
or the portable vacuum cleaner, in our 
bank building? 

ANSWER. We most certainly should 
Tecommend a stationary vacuum cleaner, 

t is, one where the machine would 
be in the basement with the air exhaust 
outside of the building and section 
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THE JOHN B. COLEGROVE & CO. STATE BANK 


One of the two new bank buildings in course of construction in 


TAYLORVILLE, ILLINOIS 





This bank as well as the Farmers National Bank in Taylor- 


ville were designed and are now being erected and equipped 


DESIGNERS 
BUILDERS 





Paut V. HyLanp 
H. Freperic Beck 
Architects 
ASSOCIATED 


BANK BUILDINGS 
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piping to the various outlets through- 


out the building. The portable vacuum 
cleaner sucks up the dust, germs and 
dirt in a most remarkable manner, in 
fact in fully as efficient a manner as 
the stationary machine in the basement, 
but the bags and other forms of re- 
torts used for collecting the dust: and 
germs in the portable type are not 
sufficiently fine to retain all the dust 
and germs, so that what really happens 
is that we stir up the finest dust and 
many of the germs and blow them 
around in the air of the room, whére 
they settle in various places, while with 
the stationary type machine in the base- 
ment the dust, germs and dirt are all 
taken from the room that is being 
cleaned and all the finer dust and dirt 
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which is not retained in the machine 
is blown outside of the building. There- 
fore, from the health standpoint, the 
stationary vacuum cleaner seems to be 
the best.° 


There are 300 tons of Jackson Windows in 
the Federal Reserve Bank, New York 


HOW BANKERS BILLS 
FINANCE OUR FOREIGN 
COMMERCE 
(Continued from page 20) 
shipment is one that is drawn by the 
seller of goods under a credit provided 
by the buyer, or a bill drawn by the 
seller of goods under a credit which he 
himself obtains from his bank to an- 
ticipate the proceeds of collection items 
against his sales. The main difference 
in the requirements in connection with 
the domestic shipment bill and the im- 
port or export bill is that with the 
former it is necessary that the accepting 
bank shall have shipping documents at- 
tached at the time of acceptance, while 
in the ‘ease of the latter the lodgement 
or exhibition of shipping documents is 
not necessary. Another difference lies 
in the fact that in connection with the 
domestic shipment bill if the buyer of 
goods draws under a credit which he 
himself obtains, such bill should not be 
drawn for longer than actually required 

for the transportation of the goods. 

A further transaction which bankers 
acceptances may properly finance is the 
storage of readily marketable staples. 
The Federal Reserve Board in its regu- 
lations has defined “staples” in the fol- 
lowing language: “A readily market- 
able staple within the meaning of these 
regulations may be defined as an article 
of commerce, agriculture, or industry 
of such uses as to make it the subject 
of constant dealings in ready markets 
with such frequent quotations of price 
as to make (a) the price easily and 
definitely ascertainable and (b) the 
staple itself easy to realize upon by 
sale at any time.” The purpose of this 
privilege is to enable the carrying of 
staple commodities for reasonable and 
necessary periods pending their orderly 
marketing. Under no condition should 
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The enduring bronze of 
which the Jackson Window 
is made and its perfection 
of manufacture give it an 
unlimited term of service. 
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Manufacturers Established 1827 
333 Carroll Street, Brooklyn, N. Y. 
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DAVID LUPTON’S SONS COMPANY 
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such financing be done for speculative 
or hoarding purposes. 

Another and last type of bankers ae- 
ceptance which may properly be made 
is for the purpose of creating dollar 
exchange. In brief, this enables banks 
and bankers in certain foreign coun- 
tries, principally in South America and 
Australasia, to draw time bills on 
American banks in accordance with the 
usages and requirements of trade in 
those countries. The acceptance of such 
bills has been practiced by London 
bankers for a long time and, in facet, 
for many years before the war it was 
sterling bills of this character drawn 
by American bankers on London that 
assisted in substantial measure to fi- 
nance this country through our dead 
seasons. In countries such as those in 
South America where the mail service 
is infrequent, whose crops are largely 
seasonal, whose exchange markets dur- 
ing a considerable part at least of each 
year are very narrow, and whose bank- 


_ing resources are almost entirely re- 


quired for their own country’s develop- 
ment, it has long been their practice to 
look for foreign credits to provide bank- 
ing means of meeting their merchants’ 
foreign commercial obligations. Bills 
drawn for this putpose are very bene- 
ficial in stabilizing our exchanges in 
the countries concerned and through 
such stabilization our trade is substan- 
tially assisted. Depreciated exchanges 
may hamper trade, but widely fluctuat- 
ing exchanges are poisonous. 


Many important benefits are derived 
from the use of bankers acceptances. 
They enable banks to expand their ag- 
gregate accommodation to their custom- 
ers. Prior to the creation of the accept- 
ance and rediscount privileges by the 
Federal Reserve Act, banks loaning 
facilities were confined exclusively to 


their own funds consisting, of course, 
of their capital, surplus, undivided 
profits and deposits. Now, however, by 
the use of acceptances banks may loan 
their credit and are thereby enabled to 
do a larger volume of good business 
than formerly. Obviously, the loaning 
of credit decentralizes the burden of 
cash advances on particular banks and 
money centers and distributes it widely 
throughout this country and abroad 
among the many various investors in 
bankers acceptances. It is the funds of 
such investors that in the last analysis 
really finance the underlying transae- 
tions. This also is a very important 
consideration, as an outlet and _ prof 
table use are provided for short term 
idle funds in widely separated localities 
and countries. By this means the fi- 
nancing of our commerce and trade be- 
comes in effect a national and in faet 
an international matter rather than a 
concentration as formerly in a com- 
paratively small number of banks. A 
highly desirable condition of credit 
fluidity is thereby attained. This free 
flow of eredit is not confined to this 
country alone as evidenced by the faet 
that some years past a number of for- 
eign banks and corporations which have 
found it desirable to maintain a_por- 
tion at least of their reserves and other 
funds in this country, have invested 
very substantially in American bankers 
acceptances. The benefit thereby ae- 
cruing to us is fairly obvious. 

Bankers acceptances facilitate our 
trade and are of particular importance 
in our foreign commerce in that credits 
of our well-known banks and _ bankers 
instill confidence in the minds of for- 
eign shippers and permit shipments to 
be freely and readily made in so far as 
the matter of credit is concerned, and 
in that they permit foreign shippers to 
readily obtain immediate reimbursement 
in their own countries at reasonable 
and fairly stable rates. 

The financing of our overseas trade 
by means of American dollar accept- 
ances provides more privacy in Ameri- 
ean business than was possible when 
such financing was done through for 
eign centers. 

The acceptance credit business when 
properly and conservatively handled is 
one of fair banking profit. Formerly, 
the great bulk of American foreign 
trade. was financed through London 
Now we are able to do it at home. 

Bankers acceptances in view of their 
strength, liquidity and _ self-liquidating 
character provide an ideal form for the 
investment of short term surplus funds 
of banks, corporations and individuals 

Thus far the discussion of the sub 
ject has had to do mainly with the ere® 
tion of bankers acceptances. We no¥ 
come to the seeond part which has to do 
with their marketing. Without a ready 
market, the acceptance business would 
cease to exist. As already indicated, 
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when a bank accepts a bill it lends its 
eredit only. Someone must 
the funds. 

When a domestic concern has a bill 
accepted against goods which it has 
sold, it usually desires immediate reim- 


provide 


bursement through discount. Likewise, 
when foreign banks negotiate bills 
drawn under American credits, they 


must be able to discount bills in this 
country upon their arrival, or if de- 
sired, even before arrival, or at any 
time prior to their maturity at fairly 
stable rates. Foreign banks could not 
afford to tie up their,funds in non- 
liquid instruments, and without a dis- 
count market, American bank credits 
would be of little if any use. 


The discount market is in faet the 
sine qua non of bankers acceptances. 
It consists primarily of about a half 
dozen corporations and firms whose 
business it is to buy and sell bankers 
acceptances. These houses might in a 
sense be called the hub of the discount 
market. They deal in bankers accept- 
ances much the same as in any commod- 
ity with a small margin of profit. They 
buy bills from several sources. They 
purchase them direct from the drawers 
and from banks which may have origi- 
nally discounted the bills, or which are 
selling them as a service to their eus- 
tomers. Bills which are drawn and 
negotiated abroad are frequently sold 
to the dealers by foreign and domestic 
banks who receive them from their for- 
eign branches or correspondents for col- 
lection, or for discount in ease of need 
before maturity. 


This brings us to the crux of the 
whole situation, namely, the investor. 
From a small beginning the acceptance 
dealers have by much patient effort de- 
veloped a market of considerable vol- 
ume and of extraordinarily wide distri- 
bution. Last year the dealers sold bills 
aggregating over two billion dollars. 
I reeently asked some of the discount 
houses to tell me instances of actual 
purchasers of bills throughout the coun- 
try, other than such obvious buyers as 
city and country banks, insurance com- 
panies and other financial organizations. 
They gave me the following list: 


Salt, iron and petroleum companies in 
California. 

A creamery and a telephone company in 
Colorado. 

A hospital and various 
plants in Connecticut. 

Cotton mills in Georgia. 

Many concerns in Illinois, 
publishing houses to 
sereen doors. 

A lumber mill in Indiana. 

Elevators and milling companies in Kan- 


manufacturing 


ranging from 
manufacturers of 


Manufacturing coneerns 
ce boards in Maine. 

An athletic club in Maryland. 

A linseed company in Minnesota. 

Coke and chemical concerns in Missouri. 
_ Butchers, laundrymen, and a boy's club 
in New York. 

A varied range of buyers from steel com- 
panies to sanitariums in North Carolina. 

A brewery and a coal miners’ mutual 
Sssoclation in Pennsylvania. 

cotton companies. 
A feed store in West Virginia. 
A dairy farm in Wisconsin. 


Also, seattered throughout the coun- 


and municipal 
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try, the purchasers of bankers accept- 
ances include trustees of Protestant 
churches, bishops of Roman Catholic 
dioceses, the Salvation Army, colleges 
large and small, fraternal and welfare 
organizations. Furthermore, besides 
the large purchases of bills by foreign 
governments and by foreign banks hav- 
ing branches in, New York, many for- 
eign banks in cities as widely separated 
as Constantinople and Tokio have been 
purchasers, as well as individuals in 
England, Switzerland, Holland and 
other foreign countries. 

While this is quite a remarkable list, 
there is still much to be accomplished 
to develop a discount market such as 
exists in London. Bankers acceptances 
are, as yet,’far from being fully ap- 
preciated in this country as a medium 
for short term investment of surplus or 
temporarily idle funds. There is not 
yet a proper realization of the value of 
prime bankers bills in consideration of 
their strength, liquidity and fair rate 
of yield, all things considered. 

A bankers acceptance is, of course, 
a direct and primary obligation of the 
accepting bank, corresponding substan- 
tially with a bank’s certificate of de- 
posit, in addition to which there is the 
obligation of the drawer. Prime bank- 
ers acceptances are the most liquid, 
short term instrument in existance. 
They ean be turned into cash immedi- 
ately and at any time. If properly 
dealt in they ean return a very fair 
yield. Comparing them, for instance, 
with eall loans against stock exchange 
collateral, for the year 1924 the average 
rate on 90 day banker acceptances was 
2.98 per cent while the average rate on 
call loans was 3.08 per cent. Some 
banks which in conducting their opera- 
tions bought bills of long maturities 
and sold them when they were short at 
a more favorable rate, found that their 
vield for the year on bankers aeccept- 
ances was greater than on call loans. 


Another important factor in the de- 
velopment of the discount market is 
that the discount houses should always 
have a sufficient volume of call money 
at favorable rates available to them 
against their bills as collateral. Dealers 
aggregate holdings of bills is so large 
that they are, of course, unable to carry 
them with their own capital and they 
must look for accommodation. If such 
funds were not available, or if the rate 
were excessive, dealers would be driven 
out of business. If this were to happen, 
our discount market would dry up and 
cease to exist and with it would no 
doubt go practically our whole aecept- 
ance business. 

Among the various investors in bills 
the Federal Reserve Banks have not yet 
been mentioned because they are not, 
nor should they be, the primary market 
for bills. They are, however, a strong 
factor and might be called the back 
log of the market. - Their willingness to 
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take bills from the dealers and from 
the banks, and also their practice in 
assisting dealers upon occasions to carry 
their portfolios, has been of substantial 
importance in the development of our 
discount department. Even when under 
certain conditions bills are not being 
offered to reserve banks in any material 
volume, the fact that they can be sold 
at any time in case of need to reserve 
banks lends confidence and stability to 
the whole situation. 

It may be of interest to outline 
briefly an example of the course that 
a baukers acceptance might take 
throughout its creation, marketing and 
collection. For instance an importer in 
Kansas City buys hemp from a concern 
in Manila and provides a eredit of a 
Kansas City bank under which the 
Manila exporter draws a 90 day bill 
with. shipping documents attached. A 
bank in Manila buys this bill, pays the 
proceeds to the drawer and forwards 
the item to its New York branch or cor- 
respondent. Upon receipt of the bill 
the New York bank sends it to its 
Kansas City correspondent, which pre- 
sents it fo the drawee bank who issued 
the credit. The drawee bank detaches 
the documents, accepts the bill and it is 
then returned to the New York bank 
by its Kansas City correspondent. The 
New York bank perhaps receives instrue- 
tions from its Manila correspondent to 

(Continued on page 82) 
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Your Desk 
Today? 


Probably a problem in 
which the facilities and 
broad experience of this 
bank can be of service. 


It is a pleasure to us to 
cooperate with the out-of- 
town bank and to give it 
the benefit of our experi- 
ence of sixty-odd years in 
serving. 


Our large resources and 
wide connections through- 
out this and foreign 
countries are helpful. 
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= reports must be as accurate as is humanly possible and 
estimates must not vary greatly. The accompanying article 
looks behind the scenes and gives an interesting description of the 
methods used by Government agencies in gathering the data while 
also maintaning secrecy until the time of release. 


SAFEGUARDING CROP 


REPORTS 


TO HALT SPECULATORS 


Secrecy surrounds the operations of the U. S. 
Department of Agriculture in collecting and 
sizing up data and giving it to the public 


By UTHAI VINCENT WILCOX 


TEALING the crop secrets of the To take every precaution of a pos- 

Department of Agriculture is as sible “leak,” there is a United States 
difficult as breaking the vaults of the marshal on guard outside the bolted 
United States Treasury. They are pro- door that prevents anyone from enter- 
tected by an elaborate system of double- ing or leaving the room. The telephones 
check precautions. inside are disconnected from outside 

Secrecy is maintained in the compila- communication. Even the windows are 
tion of information and the estimate glazed and locked. Once in the distant 
of future crops in order that specula- Past a member of the crop reporting 
tors will not rush the stock market be- group was suspected of signaling to 
fore the complete reports are issued, ‘Some one on the street by raising a 
A single word recently sent cotton Window shade—window shades are now 
prices skyrocketing two hundred points, taboo. 
the limit of advance allowed on any In an anteroom newspaper men and 
trading day. representatives of stock exchanges and 


Lusumsineteentiediemend, 5 


Here we have two distinct methods of gathering data for the U. S. Department of Agriculture 

reports on crops. Above is shown the planimeter, an instrument used for measuring photo- 

graphs of crops taken from airplanes. Below is the so-called crop roadmeter which is attached 

to the speedometer gearing of an automobile. The operator pushes a button when measuring 
each different crop, such as wheat, hay, etc. 
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boards of trade all over the country 
wait, tense, at telegraph and telephone 
instruments. Presently there appears 
upon the threshold an officer who places 
sheets of paper face down at the in- 
struments. The operators then toe a 
chalk line some distance from the wires 
and the officer watch in hand, like a 
starter in a race, calls out, “Ready! 
Get set! Go!” 

At the word, “Go!” the runners race 
to their instruments, quickly scan the 
report and flash to the world the find- 
ings of the group in the inner room. 

Gathering the Needed Data 

It is apparent that crop reports must 
be as accurate as is humanly possible. 
Estimates must not greatly vary. The 
Government recognizes this and as great 
care is taken in the gathering of the 
data upon which to base the reports 
and the estimates as in the keeping of 
it secret. 

Beginning with planting, data is 
gathered and reports made as to the con- 
dition and acreage of each of the prinei- 
pal agricultural products. As the crops 
progress the prospects are reflected in 
monthly condition reports upon each 
growing item. At harvest time the 
yields per acre are ascertained. A sys 
tem of checks and balances is employed 
to prevent possible error through inae- 
curacies or personal bias. More re 
cently, mechanical devices for measur- 
ing erop acreages have been designed, 
more completely to minimize the chance 
of human error. 


Airplane photography is now being 
used. Flying at heights of 2,500 to 
7,500 feet airmen literally photograph 
the fields of crops at the rate of a mile 
a minute. The photographs are sevel 
by nine inches each and cover an area 
of approximately one square mile 
Knowing the height at which the photo 
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graph is taken the focal length of the 
eamera and the size of the picture, a 
simple mathematical process converts 
the areas in the photographs into actual 
areas. 

The fields planted to the various 
crops are readily distinguishable in the 
pictures, and with the use of a plani- 
meter, an instrument that measures ir- 
regular areas in photographs, the fie!ds 
are quickly measured. Thus it is now 
possible in a few hours to obtain actual 
measurements of fields that formerly 
took days to estimate on the ground. 

Another method employed and that 
still bears the brunt of the work of data 
gathering, is the linear measurement of 
fields with the use of the so-called crop 
roadmeter attached to the speedometer 
gearing of an automobile. This device 
is a combination of nine speedometers 
in one, each meter representing a spe- 
cifie erop. At the beginning of a wheat 
field the operator pushes in the wheat 
button and there is automatically regis- 
tered the number of linear feet in the 
field along the road. 

Then comes a field of hay. The hay 
button is pushed in and the wheat 
button is automatically disengaged. At 
the end of the run the meter for each 
crop gives to the operator the total 
measurement of all the fields of that 
crop and the combined total in turn is 
checked against the total shown on a 
meter that registers the entire distance 
run. 

Records over the same run, year after 
year, give the percentage of change in 
the planting of the various crops, which 
percentage is applied to an_ entire 
country. 


Cotton Reports as an Example 

An understanding of the manner of 
collecting the reports on cotton will illus- 
trate the handling of all the crops. 
More than 84,000 cotton growers, gin- 
ners, buyers and bankers in all parts of 
the cotton belt make up the entire re- 
porting organization. Approximately 
60,000 of the total number of reporters 
are farmers, more than 50 per cent of 
whom have served in the organization 
from ten to 30 years. 

The reporters are divided into nine 
different groups, five of which report 
to the Secretary of Agriculture direct. 
These include individual reports from 
20,000 cotton ginners, each reporting 
for his locality; 12,000 individual farm 
reporters, each reporting acreage and 
Yield for his own farm; 5,000 special 
totton reporters, made up of bankers 
and eotton farmers, each reporting for 
his locality; 7,000 township reporters, 
tach reporting for the township, and 

/ county reporters, each of whom 
maintains his own correspondents and 
Teports for a county. 

In each state there is a state statis- 
tieian, who reports for an entire state, 

upon information received from 
three different groups of people. These 
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groups for the belt as a whole, include 
25,000 individual farmers, each report- 
ing the acreage and yield for his own 
farm; 5,000 special cotton reporters, 
including bankers and cotton factors, 


each of whom reports for his locality, - 


and 10,000 field aid reporters who re- 
port for a township or smaller area. 
The state statisticians also make per- 
sonal field observations and investiga- 
tions. 

The acreage for the current year is 
arrived at first by determining from 
ginning reports and other data the acre- 
age in cultivation on June 25 the pre- 
ceding year. Estimate is then made of 
the percentage of increase or decrease 
in the curent acreage in cultivation as 
of June 25, ‘compared with the acreage 
on the same date the preceding year. 

The latest method of estimating this 
change is what is known as the “field 
count” method, whieh consists of count- 
ing the number of fields in each kind of 
crop each year along enough identical 
routes considered to be typical of an 
entire state, and from these counts de- 
termine the change of shift in acreage 
that has oceurred. 

Method No. 2, which is used as a 
check against the field count system is 
to obtain from the crop reporters and 
statisticians reports of actual acreage 
planted to cotton and other crops on 
individual farms for both current and 
preceding years. This inquiry is made 
twice a year. 

A third check consists of reports on 
the number of acres planted to each 
crop out of every hundred acres in all 
crops. A fourth check is a report from 
correspondents as to how the acres in 
cotton in their respective localities com- 
pare with acres in cotton the preceding 
year. 

Other checks are records of fertilizer 
sales, acreage planted per plow and 
studies of the influence of weather, 
prices and other factors upon acreage 
which throw light on the causes of in- 
creased or decreased plantings. 

The monthly crop condition estimates 
and forecasts are based upon reports 
from correspondents as to the existing 
condition of the crop expressed as a 
percentage of what might be expected 
should the crop start out under favor- 
able growing conditions and not there- 
after be subjected to unfavorable 
weather, insect pests or other injurious 
agencies. Such an ideal crop would be 
regarded as one hundred per cent. This 
condition figure is then reduced to a 
yield-per-acre figure, which applied to 
the acreage in cultivation, gives a fore- 
east of production. 

All Reports Come in Unopened 

The crop reports coming into Wash- 
ington from the various groups of re- 
porters are immediately placed un- 
opened in a safe in the office of the 
Seeretary of Agriculture. On crop re- 
porting day the crep reporting board, 
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with its staff of clerks, mimeograph op- 
erators and statisticians, is locked up 
in a room guarded by the marshall. The 
reports are then passed unopened into 
the boardroom and the work of tabulat- 
ing and checking is begun. In the tabu- 
lating work a system has been devel- 
oped by which the clerks working on 
the reports dealing only with figures, 
do not know to what part of the country 
the reports relate. 

Reports of the crop reporting board 
for the past eight years show that in 
24 cotton reports issued in September, 


WHAT IS THE FUTURE OF THE 
LIVESTOCK INDUSTRY? 


HROUGHOUT the entire period of 
depression which began in 1920, the 
live stock industry has suffered perhaps 
more severely and continuously than any 
other industry in the country. 


A. great deal has been said about the 
conditions of the live stock producer 
both in Congress and out. Many reasons 
have been advanced for the smash up 
in the industry, and even more remedies 
have been suggested looking to the 
recovery and rehabilitation of the busi- 
ness. Perhaps all of the suggested causes 
were more or less correct, but it is 
doubtful if many of the remedies have 
possessed any considerable merit. 


The fundamental causes—first, of the 
tremendous shrinkage in values which 
overtook live stock prices, and second, 
that have since contributed to their slow 
recovery—are those with which the 
United States has been familiar through- 
out all its history 
affected every line of endeavor in exactly 
the same manner, when applied as they 
were applied to live stock production. 
The facts simply are a case of over pro- 
duction, and following the war, a cur- 
tailed demand. As applied to cattle, 
which have suffered and which continue 
to suffer severely, figures indicate that 
for several years prior to the outbreak 
of the world war, supplies had but little 
more than equalled the increasing 
demand of a growing population. In 
fact the number of cattle in the country 
in 1914 were less than in 1907, whereas, 
due to the demand of the world war and 
stimulated by a flood of easy money for 
financing the industry, the number of 
cattle other thun milk cows in the 
country increased from 1914 to 1920 
more than eight million head or about 23 
per cent whereas the population in the 









and which have. 


October and December during that 
period, the crop has been overestimated 
ten times as compared with the final 
ginnings report issued the following 
March of each year, and underestimated 
13 times. On one oceasion the crop 
came within 30,000 bales of the gin- 
nings report. In July and August 
reports during the eight years the crop 
was overestimated twelve times and un- 
derestimated four times. 

The farmer uses these reports as a 
planting and marketing guide. Manu- 
facturing firms, agricultural implements 


Smash-up in live-stock was simply 
a case of over production, and fol- 
lowing the war, a curtailed demand 


By MELVIN A. TRAYLOR 


President, First National Bank, Chicago 





United States in this period increased 
only approximately six and one half 
per cent. Since 1920 there has been a 
substantial shrinkage in the number of 
such cattle in the country, and yet in 
1925 that the estimated number of cattle 
is approximately 18 per cent more than 
in 1914, while the total population in- 
crease in the period of 1914-1925 is only 
about 13 per cent. 

In view of these facts, nothing else 
could have been expected than that when 
the war demand ceased and producers 
were thrown back upon the consumptive 
demand largely of our own population, 
a decline in values, such as occured in 
1920, would be met. Nor is there any 
reason for surprise that prices have not 
improved in the period subsequent to 
1920, because the supply has simply been 
out of proportion to our domestic 
demand, and we have not been able to 
recover any substantial export business 


. for beef products. 


A great deal of complaint is heard 
these days about the American demand 
and there is criticism in some directions 
because the American people do not eat 
more beef, but the last figures available 
indicate that we are still consuming in 
excess of 165 pounds per person per 
year, which is no mean showing and 
quite the average, and it seems that 
little relief may be looked for in that 
direction as long as supplies continue in 
the quantity now available. 

What, then, is the future of the live 
stock industry? Will the producers of 
live stock again be rewarded in propor- 
tion to their investment and cost of pro- 
duction? It does no good to criticise the 
actions of those who financed the industry 
or of the producers themselves in what 
has passed. It may be admitted that 
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and hardware companies them 
to distribute their wares  econom. 
ically, sending larger supplies to gee. 
tions where crops are good. 


use 








Bankers are now using them in ex. 
tending loans to business organizations 
and individuals, inasmuch as a consid. 
erable portion of the bank deposits dji- 
rectly or indirectly, is invested in agri- 
cultural mortgages and other lines de. 
pendent upon agriculture. The banker 
can often aid his customers by putting 
them in touch with the government's 
crop data service. 
























the financing of the industry, in the 
period from 1914-1920 particularly, was 
extravagant, unsound and even reckless, 
but there were two parties to the con- 
tracts for borrowed money, and _ the 
producer on his end was equally re. 
sponsible with those who financed the 
industry for the foolish things done by 
both. That whole picture is of the past, 
and just as bankers and business men 
in other lines of activity have had to 
“right about face,” clean house and plan 
along wiser and safer lines, so must the 
producer of live stock chart a new 
course for his future operations. 


Looking back over some twenty years 
more or less intimate contact with the 
industry, it seems to me that there are 
a few salient facts which those who 
would engage in the enterprise in the 
future should not overlook. First of all, 
it will never again be profitable to oper- 
ate large herds of mediocre stuff. Most 
of the grazing lands in the country, 
whether rightly or not, are now held at 
too high figures to ever permit successful 
operation after the old fashion, and the 
prohibitive cost of doing business in the 
old way, with the incident death los 
and other wastage suffered by the big 
operator, are too tremendous to permit 4 
continuation of production on that seale 

As in every other line of activity, the 
future successful live stock producer will 
be that one who intensively and inte 
ligently handles a smaller herd of the 
higher grade stuff, where personal attet- 
tion and close application to every d 
of the business will make it possible # 
turn out in the shortest period of time 
the most desirable qualities of stuff. It 
has always seemed economically unsound 
to me to continuously stock norther® 
pastures with southern bred cattle. The 
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hazard involved of transportation, ac- 
eimatization and the long period neces- 
sary thereafter to prepare for market 
beef after this fashion, is in my opinion 
too great to warrant its continuation, 
and my guess is that the successful 

wers of live stock in the northwest 
in the future will be those who with care 
select their foundation herds, breed their 
own offspring, and at one or two years 
old prepare this young stuff, in part in 
the feed lots of their own state and in 
part for the feed lots of the central 
Mississippi Valley states. Together 
with this scientifie production we must 
have intelligent education of the value 
of beef as a food product and untiring 
effort to increase consumption in this 
country, with a policy of broadly ex- 
tending our export demand. 

It was just as though an English 
buyer drove up to your farm house, 
bargained for your wheat and drew up 
the contract. But when you discussed 
payment, he said: “I’m sorry I haven’t 
any good United States money to pay 
you with; I’ll have to pay you in my 
English paper money, which isn’t worth 
its face value in gold. I don’t know 
what it may be worth next week, but 
that is your risk.” 

I wonder how many of you would be 
willing to- sign contracts on this basis. 
Yet that is the way most of the world’s 
trade has had to be carried on since the 
Armistice. In practically all countries 
except the United States the local eur- 
rencies have had no fixed value in gold, 
but have changed in value from day to 
day. Whenever one country sold any- 
thing to another country, somebody had 
to take the risk of loss because the value 
of the money might change before pay- 
ment was made. 


Such uncertainty of payment is a 
deadly foe of trade, and people were 
afraid to do any larger international 
business than they had to. World trade 
in 1920, 1921 and 1922 dropped off to 
a point nearly one-third less than 
before the war. Exports of food stuffs 
from the United States fell from 2% 
billion dollars in 1919 to eight hundred 
millions in 1923, and the difficulties of 
European buyers in making satisfactory 
payment for American farm products 
was one of the large factors in the drop 
in the prices of farm products. _ 

But now the recent action of Great 
Britain in declaring that it will again 
redeem its paper money in gold means 
that British buyers of American 
products can pay for them with money 
which has a fixed value, money which is 
accepted the world over at its face value 
im gold. With the return of Great 
Britain to the gold standard, a majority 
of the countries of Europe now have 
paper currencies equal to gold. 

American bankers have assisted in the 
British return to the gold standard by 
giving a $100,000,000 credit to the 

ish government. But more im- 
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Statements of Condition 
At The Close of Business June 30th, 1925 


DROVERS NATIONAL BANK 
- OF CHICAGO 


Resources 


Loans and Discounts 
U. S. and Other Bonds.... 


Paya an $10,591,761.87 
1,912,786.27 


Federal Reserve Bank Stock 37,500.00 
Interest Accrued......... 12,965.41 
CPOUNIEIIEE «oc Cuvee rites s 413.97 
Cash and Due from Banks. . 5,938,380.82 

$18,493,808.34 

Liabilities 

Capital Stes 6. o506isc 8 « $ 1,000,000.00 
Surplus and Profits........ 498,445.32 
Reserved for Taxes, Etc... . 135,236.85 
Reserved for Unearned Int. _ 68,149.49 
Dividends Unpaid ........ 25,325.00 
BI os heck vais ss 16,766,65 1.68 

$18,493,808.34 


DROVERS TRUST AND 
SAVINGS BANK 


Resources 
Demand Loans Secured.... 
Time Loans Secured....... 
Other Loans and Discounts. 
U. S. and Other Bonds..... 
Cash and Due from Banks. . 


Liabilities 
Content Oi: Skis 
eee 
Undivided Profits ......... 
Reserved for Taxes, Int., Ete. 
Dividends Unpaid......... 
Deposits—Suvings ......... 


Combined Resources 


$27 387,533.34 





$2,976,143.42 
1,654,913.15 
1,941,775.00 
1,343,402.00 


977,491.43 


$8,893,725.00 


$ 250,000.00 
250,000.00 
289,504.54 
$2,017.91 
7,500.00 
8,014,702.55 


$8,893,725.00 





ROVERS 


NATIONAL BANK e425 
TRUST& SAVINGS BANK 


Union Stock Yards, Chicago 


A big-city bank doing a big-city business—a complete and 
briskly modern banking service handled in a personal 


friendly way. 


portant than this was the action of your 
Federal Reserve Bank and the other 
eleven reserve banks in granting the 
request of the Bank of England for 
material co-operation. They have, as 
you know, placed $200,000,000 gold at 
the disposal of the Bank of England 
for two years, to be used by it, if neces- 
sary, in maintaining the gold standard. 
I have no doubt that the readiness of the 
Reserve Banks thus to co-operate with 
the Bank of England was an important 
influence in the willingness of the British 
people to take this all important step 
for the preservation of the gold 
standard. 

This action of the Reserve Banks was 
a most constructive step in aid of Amer- 
ican farmers and producers who will 
benefit greatly by the removal of this 
element of uncertainty from their export 
transactions. 
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If all the sins of omission and com- 
mission charged against the Federal 
Reserve System by banker, business 
man, live stock man or _ political 
blatherskite in the last five years were 
true, and practically none of them are, 
the service rendered the commerce and 
industry of the country and of the world 
by the System in connection with the 
restoration of the gold standard in so 
large a part of the world would far 
outweigh any mistakes that those in 
charge of the System may have made; 
and no banker, business man or farmer 
should permit any self serving declara- 
tion by favor seeking demagogue to 
swerve him from a determination to see 
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that the System is maintained and pre- 
served for the future welfare of the 
business of the country. 

Not alone in connection with this 
matter, however, has the Federal Reserve 
System been of service to our people. 
Notwithstanding we hear frequently 
these days expressions of dissatisfaction 
with business conditions, we know very 
well that fundamentally conditions are 
very sound and that we are actually 
doing a very large volume of business, 
no little part of which is due to the equal- 
izing and stabilizing effect exercised by 
the Federal Reserve System on the 
credits of the country. Throughout all 
the stress of the last five years there 
have been no times of either stringency 
or plethora of bank credit. Rates have 
run along on a rather level keel and in 
my judgment have had much to do with 
the stable volume of business which we 
have enjoyed, and which is quite con- 
trary to the old experience of the after- 
math of panies, when the first effect 
has been very cheap credit and _ sec- 
ondary inflation, with its accompaniment 
of tight money again and a further de- 
pression. 

Whether the new method of conduct- 
ing the business of the country is to be 
permanent or not, one cannot very well 
guess; but it is very certain that at 
the present time the so-called hand to 
mouth buying is very soundly en- 
trenched, that it is sane and makes for 
steadier and more wholesome conditions 
seems to me obvious. With greatly ex- 
panded facilities for manufacture, with 
the best transportation system in the 
world, and with assured credit facilities 
for handling the needs of business, it 
would seem unreasonable that we should 
in the near future resort to the old 
method of speculation such as is insep- 
arably tied up with large future commit- 
ments in anticipation of buying 
demands. If we will preserve our trans- 
portation system in its present state of 
efficiency, together with a credit struc- 
ture as only the Federal Reserve System 
can guarantee, I feel we need have no 
apprehension but on the contrary sound 
optimism for the future. 


Bankers Short Course Successful 


Several hundred banker-farmers of 
Nebraska took the Bankers Agricultural 
Short Course, held at the University of 
Nebraska, June 22 and 23. The Ne- 
braska Bankers Association, through its 
agricultural committee has evolved a 
method for banker-farmer co-operation 
and its plan is in co-operation with the 
facilities of the extension division of 
the College of Agriculture at the uni- 
versity. 

The Short Course is a part of the 
plan, and the two day program held in 
June gathered the bankers together and 
illustrated the various methods by which 
they ean better serve the farmer. The 
meetings and conferences at the uni- 
versity were highly successful. 


inborn, universal characteristic. 
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MEASURING THE SUCCESS OF 
EMPLOYE OWNERSHIP 
(Continued from page 11) 

Further, the employes find they have 
not sacrificed the benefits that were 
previously enjoyed. The extra com- 
pensation or “bonus” plan is still in 
effect. The bank provides life insur- 
ance just as in the past. Sick benefits 
are incorporated in the new arrange- 
ment, the pension fund is not affected, 
and in facet the whole schedule of 
special considerations that the staff has 
always enjoyed, is retained. 

One interesting feature, from the em- 
ploye standpoint, is the new zest in 
the work. From the loaning officers 
and administrative heads of the institu- 
tion, on down through the entire or- 
ganization there is a feeling of personal 
responsibility for efficient operation. 
For careless and ill-considered loans— 
or wastefulness and extravagance—cut 
into profits. This tendeney, marked as 
it is now, may be expected to grow in 
intensity with the lapse of time. And 
certainly those whose actions have an 
adverse effect upon the bank’s progress 
are destined to become increasingly un- 
popular. 

Perhaps it is too soon to see a 
further development of the group spirit 
within the ranks of the employes, par- 
ticularly as the institution has always 
been remarkable for its “family” atmos- 
phere. However, it is obvious that with 
the passing years there will grow up 
among the individuals a closer relation- 
ship, based on mutuality of interest in 
pressing forward to a common objec- 
tive. 

Again, from the employes point of 
view, this plan offers a splendid vehicle 
for the gratification of the instinctive 
aequisitiveness that is inherent in every- 
one. Sometimes this desire is satisfied 
with the ownership of a home, or the 
purehase of a variety of physical ob- 
jects. More frequently it is expressed 
in the struggle to own a business enter- 
prise. But whatever form it may take, 
the longing to acquire, seems to be an 
In this 
new plan the Bank of Italy gives its 
employes the opportunity to own and 
control the institution’ itself. 

To say that the employes are well 
pleased with the plan is but a meager 
description of their attitude. Where 
is the individual who would not leap 
at the chance to pay $75.00 for $310.00? 
Who is there capable of declining an 


-attractive gift of something more than 


$235.00? 

Yes, the employes of the Bank of 
Italy consider the plan a tremendous 
success. 

What is the feeling of the old stock- 
holders—those who watched the institu- 
tion grow from the start in 1904, when 
it was the “baby of the Pacific” to its 
present position as the largest bank 
west of Chicago? What advantage, if 


any, can they see for themselves? And 
this attitude of the stockholders is an 
important consideration. 

As has been said, the measure of sue. 
cess from the standpoint of this group 
is, first of all, the dividend rate, and 
second, the market value of the holdings, 
To make a satisfactory showing, the 
operation under the new plan must 
better the records of the past. Simply 
to equal previous performance is not 
sufficient grounds to justify a change as 
complete as this new arrangement con- 
templates. There is no advantage in 
surrendering control without some com- 
pensating benefits. 


It is therefore interesting to find that 
the board of directors at their July 
meeting voted to increase the dividend 
rate to 15 per cent, effective October 
first. This action is based on demon- 
strated earning power and is not simply 
an expression of hope for the future. 
And it should be borne in mind that 
this is no new group of directors, se- 
lected by the employes to pass kindly 
judgment on the new deal, but the old 
board, elected by the stockholders and 
for many years practiced in guiding 
the affairs of the bank. 

So the new plan has met the first 
requirement of the stockholders after 
the manner of speaking—‘“the test by 
fire.” 

Now, what about the other considera- 
tion: The market value of the stock? 

When the employe stock ownership 
plan was announced Bank of Italy stock 
was quoted on the exchange in San 
Francisco at $247 per share. The price 
was generally regarded as fair—neither 
too high nor too low. It was a good 
conservative investment worth what it 
cost and bought by those who wanted 
a security of that type. It was popu- 
lar and widely distributed, no individ- 
ual owning an amount that would even 
remotely approach a controlling inter- 


-est. That in short describes the market 


situation. 

Today, after six months’ experience 
with the new plan—Bank of Italy stock 
is selling for $310.00, a clear gain of 
$63.00 per share and more than 14,000 
people have invested in it, with hold- 
ings ranging from one share on up. 
For the transfer of an actual contrdll- 
ing interest to the employes is not yet 
accomplished. The transfer of owner- 
ship is taking place gradually, and in 
all probability will extend over a period 
of years. But there has been turned 
over to the bank’s personnel numbering 
2500, more than half a million dollars 
worth of stock as a result of this first 
six months’ operation. 

On the basis of this showing an it- 
crease in the dividend and a net rise of 
$63 per share in the value of the stock 
it is safe to assume that the old stock- 
holders will be inclined to view with 4 
friendly eye the present tendency under 
the new plan. 
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The Foreman Trust and Savings Bank 


La Salle and Washington Sts. 
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Let’s see how the customers have been 
affected. Presumably there are just two 
features in which they will have the 
slightest interest: Service and safety. 
What the employes and _ stockholders 
may think about it all is a matter of 
supreme indifference to them, unless it 
improves the character of service or 
strengthens the financial position of 
the bank. 

Has this plan of employe ownership 
in any way resulted in benefits to the 
customer ? 

In examining the bank’s statement 
issued after the first six months of op- 
eration under this new arrangement, it 
is significant to find an increase in the 
surplus fund amounting to one million 
dollars. There has also been a sub- 
stantial addition to undivided profits, 
though it is probable this is less sig- 
mifieant from the position of the de- 
positor. But the augmented surplus is 
something tangible in the way of ac- 
tomplishments, constituting a greater 
guarantee to the. depositor that the in- 
stitution has in mind the proper pro- 
Vision of safe guards for the funds en- 
trusted to it. 

This indication of what the plan 
means to the customer is concrete; it 
something that cannot be passed over 
unobserved or disregarded. The ques- 
tion of service, however, is more ab- 
Stract. If there is an added measure 
of consideration shown those who trans- 
act their business with the bank, it must 


be proved. So much of what is elassi- 
fied under the term of “customer serv- 
ice,’ is a matter of individual opinion, 
that it is frequently difficult to lay a 
finger on it and say, “here it is.” 

Possibly the best evidence that a bank 
is serving the customers well, is found 
in the extent to which it is patronized. 
During the six months that the employe 
plan has been in effect, a net gain of 
nearly 15,000 customers has _ been 
recorded. Figured on the basis of 
twenty and one-half years that the bank 
has been in business, the inerease has 
been somewhat in execess of the gen- 
eral average; roughly about 2,000 more. 

Also, an evident interest exists among 
the employes to give every considera- 
tion to the depositors.- For example, 
voluntary meetings have been agreed 
upon by the tellers at periodic intervals, 
to discuss means for improving the 
window service. They have developed 
ways of speeding up operation, and at 
the same ‘time without losing the ele- 
ments of friendly personal relationship. 
Another indication of the desire on the 
part of the employes to give better and 
more intelligent service is found in the 
inereased enrollment in the various 
courses offered by the American Insti- 
tute of Banking. 

Perhaps it is not very convineing 
evidence to take the verbal testimony 
of the customers themselves in a matter 
of this sort, because there is always the 
suggestion that such expressions may 
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- Trust Company have in- 
creased from $20,000,000 to 
more than $60,000,000 in the 
last four years. 


The Buffalo Trust Company 
now is one of the nation’s 


larger banks. 
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BUFFALO 
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Named for the City it Serves 
Resources more than $60,000,000 
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in Western New York 
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At the same 
time it is pertinent to add that many 
complimentary observations have been 
made by depositors who have not failed 
to recognize and appreciate the atti- 
tude of the employes in their conscious 
endeavor to improve the service. 

Entirely separate and apart from 
their public relations, the bank’s per- 
sonnel has been active in promoting ef- 
ficiency of operation. New records of 
aceuracy in duties of a routine nature 
have been made and are constantly be- 
ing bettered. Of particular significance 
are the suggestions that have come to 
the executives from members of the 
staff; in faet it has been found expedi- 
ent to create a special suggestion com- 
mittee to receive and pass on the prac- 
tieability of the many proposals origi- 
nated by the employes. - Naturally the 
bank seeks to encourage this attitude 
and has adopted a number of the ideas 
submitted. 

It was to be expected that everyone 
would at least make an effort to elimi- 
nate needless expense and discourage 
waste, but it is noteworthy to find that 
this has actually been the case; since 
as it is usually claimed “the unexpected 
always happens.” Unnecessary tele- 
phone calls and telegrams have been 
reduced, extravagant use of stationery 
corrected, and particularly has the mis- 
use of expensive printed forms been 
checked. These things ate to a certain 

(Continued on page 87) — 
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HE industrial bond, or the finane- 

ing of industry by long term 
credits, is a comparatively recent de- 
velopment, but at the present time prac- 
tically all bond houses doing a general 
bond business handle industrials, and 
there can be no doubt that the next few 
years will see a more intimate study 
of the various industries on the part 
of bond houses, and a development in 
the science of industrial finaneing that 
will be of benefit to the industry itself 
as well as to the investor. 


One of the essential differences be- 
tween an industrial bond on the one 
hand, and a railroad or public utility 
bond on the other, is in the fact that 
railroads and utilities maintain a per- 
manent funded debt which is usually 
reduced from year to year through the 
operation of a small sinking fund but 
which in practice grows larger with 
extension of the business; and it is rec- 
ognized as a cardinal principle in in- 
dustrial financing that the bonds should 
be paid off out of earnings in a definite 
period. 

Especially is this true of concerns 
which deplete their assets to produce 
earnings such as companies engaged in 
mining, oil or timber business. In these 
cases, assets which are pledged as se- 
curity for the bonds are sold and in the 
normal course of business eventually 
are exhausted. Liquidating of the debt 


is frequently accomplished by provid-' 


ing for a sinking fund. which calls for 
the payment of a specified sum for each 
1000 feet of timber cut or for each ton 
of coal mined, as the case may be, to 
be paid to the trustee under the bond 
issue and applied to the reduction of 
the debt. Naturally this amount should 
be of sufficient size to extinguish the 
debt far in advance of the exhaustion 
of assets. However, even in the case 
of a manufacturing concern, for in- 
stance, whose fixed assets are not ex- 
hausted in the normal course of busi- 
ness, the liquidation of the debt out of 
earnings should be definitely in sight 
in order to provide a security which can 
be considered worthy of the considera- 
tion of the man who is seeking a con- 
servative type. of investment. 

In the field of industrial financing, 
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conditions between the various lines of 
business differ so widely that it is im- 
possible to lay down hard and fast rules 
that will apply to all; in fact, condi- 
tions even differ widely between the 
various concerns engaged in one line 
of business. The problem of the in- 
vestment banker in industrial financing, 
therefore, involves an intimate study of 
conditions in the business and a 
thorough investigation of the manage- 
ment and personnel, in addition to the 
exercise of proper judgment as to the 
application of types of financing best 
adapted to the particular requirements 
of the business. 

Judgment as to the soundness of in- 
dustrial financing in general or in par- 
ticular must necessarily be greatly in- 
fluenced by the causes which make that 
financing necessary. Therefore, it is 
pertinent to inquire into the reasons 
for such finaneing—the causes which 
arise to make it necessary or desirable. 


Let us assume that a manufacturing 
concern has started in business and been 
developed up to a certain point with 
the investment of the owner’s capital 
and the accumulation of surplus earn- 
ings. The corporation then would have 
the simplest possible form of corporate 
structure with only common stock out- 
standing. The demand for its products, 
however, is increasing to a point where 
the plant facilities are not sufficient to 
produce the goods necessary to meet the 
demand and if the demand is increasing 
at a rate too rapid for surplus earnings 
to take care of the necessary expansion, 
the primary consideration for financing 
has arisen—that is the extension of pro- 
ductive capacity involving the building 
of additional plants and the installa- 
tion of machinery and adding heavily 
to fixed assets. 
corporation decides to issue securities 
and sell them to the public through an 
investment banking house, and the type 
of security selected to accomplish this 
will be the one best adapted to the needs 
of the business and which at the same 
time is most readily salable under the 
market conditions prevailing at the time. 
‘The investment banker then must be 
careful to determine that the increased 
production is justified, that the demand 





In this situation, the _ 
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A SIMPLE ANALYSIS OF 
INDUSTRIAL BONDS 


is not based upon a temporary condi- 
tion which will materially fall off later 
on, and also that the fixed assets will 
not be out of proportion to current 
assets, and that after the financing js 
completed, the company will be amply 
supplied with working capital to finance 
the increased volume of business It 
may be said in this connection that the 
present demand for increased plant fa- 
cilities is very small. Our industrial 
plants all increased their capacity dur- 
ing the war period to a point which 
leaves us now with a productive capae- 
ity in most lines heavily in excess of 
our consumptive capacity, as a result 
of which condition, we must depend 
upon foreign trade to take up the slack. 
While this is not universally true, it 
ean be generally assumed that our f- 
nancing for this purpose will be limited 
in extent for several years to come. 


Taking another example, assume a 
corporation which has ample plant fa- 
cilities to meet the demand for its pro- 
ducts, which has an established business 
and a good trade name, but which finds 
itself short of working capital to finanee 
its ordinary manufacturing operations 
and to extend the credit which is nee- 
essary to its customers. This then is 
another situation in which public finane- 
ing is justified. Practically all of the 
enormous volume of industrial finane- 
ing which was offered to the public in 
the two or three years following the 
decline in commodity prices whieh oe 
curred in 1921 arose through a lack of 
working capital, and a large part of the 
insufficiency of working capital was 
caused by shrinkage in inventory values 
due to the sudden drop in commodity 
prices. Many a sound concern was 
saved from bankruptey through this 
procedure and has since been able t 
pay off a large part of its indebtednes 
and make substantial profits. The it 
vestment banker played an important 
role in the general financial situation 
at that time, because this form of 
nancing removed from the commereidl 
banks an enormous volume of frozé 
loans which otherwise would have hal 
to be liquidated over a long period of 
time. A considerable amount of finan 
ing may arise from a combination of 
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the conditions enumerated above or 
from the advisability of .buying out a 
competitive plant, which in effect is 
only a variation of the extension of 
plant facilities. The important point 
after all is that the balance between 
working capital and fixed capital shall 
be kept at the proper point and that 
over-expansion shall not be encouraged. 
A corporation must strengthen its posi- 
tion through public financing and must 
be left in such condition that it can 
liquidate its indebtedness through earn- 
ings within a reasonable period depend- 
ing upon the character of the business. 


It has been my observation, based 
on a number of years’ experience in the 
bond business, that investors are too 
prone to buy securities, especially in- 
dustrial securities, on a name. Perhaps 
this statement should not be confined 
to investors alone, as distributing deal- 
ers who participate in nation-wide syn- 
dieates are to some extent, at least, open 
to the same criticism. The securities 
of a corporation that manufacturers a 
nationally advertised product, one which 
is in every day use and whose name is 
familiar to everyone, will find a ready 
market provided the interest rate and 
offering terms are considered satisfac- 
tory, and the bonds will be purchased 
by hundreds of investors without any 
consideration of such essential details 
as type of management, conditions in 
the business, earnings record and asset 
position. On the other hand, securities 
of less widely known concerns, even 
though equally sound from all stand- 
points, have sometimes proved difficult 
to sell. In the interest of encouraging 
intelligent investment and of educating 
the investing public to look for certain 
information and to apply certain well- 
known standards in considering every 
issue, it is desirable that full informa- 
tion should be given on bankers’ cir- 
eulars offering each issue. This infor- 
mation should in all cases cover the 
following points: 


Management. In no type of business 
is the factor of management so im- 
portant as it is in the industrial. 
Therefore, selling literature should dis- 
close full information as to experience, 
ability and previous record of those re- 
sponsible for the management of the 
business applying for credit. 

Type of Business. The investor 
should naturally know the produets 
manufactured and the selling conditions 
surrounding their marketing. This will 
enable him to form judgment as to 
whether it is manufacturing staple 
articles which are in constant demand 
or specialty articles which may be sub- 
ject to the whims of fads and fashions 
—in other words, differentiate between 
& basie and a non-essential industry. 
This information should also include 
statements to show the company’s re- 
lation to the particular industry it is 
engaged in, or its position in reference 
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MILWAUKEE 


to competition. 
General Credit. A company’s ability 


$370,000 


The Ice & Fuel Company 


YOUNGSTOWN, OHIO 


First Mortgage 614% Serial Gold Bonds 


(Closed Mortgage} 
Maturities July 1, 1927 to July 1, 1940 


Denominations $1,000, $500, $100 
PRICE 100 AND ACCRUED INTEREST 


To Yield 64 Per Cent 


BUSINESS: The Ice & Fuel Company is a consolidation of all the 


‘commercial ice manufacturing facilities of Youngstown, Ohio, and in- 

cludes the plants of the Crystal Ice & Storage Company, the Distilled 
Water Ice Company, the South Side Ice Company and the ice manu- 
facturing plant of the Smith Products Company. These plants are 
modern, well maintained and advantageously located for economical 
distribution, with a manufacturing capacity of 280 tons of ice per day. 
The Company operates without competition in Youngstown and ad- 
jacent territory — serving a population of approximately 300,000. It is 
also well equipped for the distribution of coal. 


SECURITY: A direct closed first mortgage upon all of the fixed 


properties of the Company now owned or hereafter acquired, including 
land, buildings, machinery and equipment and appraised at a sound 
depreciated value of $757,600, or over twice the entire bond issue. Three 
of the four plants comprising the Company’s properties are situated on 
the principal business thoroughfare of Youngstown, plant Number One 
being located within four blocks of the public square and immediately 
adjoining the main line of the Erie Railroad. The sound value of land 
and buildings alone — exclusive of all machinery and oquipmemt— is 
largely in excess of the total bonded indebtedness. 


EARNINGS: Net earnings of the constituent companies available 


for interest charges—after all operating expenses and Federal Taxes 
—averaged $67,860 per annum during the four years from 1921 to 
1924, inclusive, or more than 2.8 times the maximum annual interest 
charges. Through this consolidation the ice manufacturing industry of 
Youngstown has been unified under an efficient management, which 
has increased sales. Sales for June, 1925, were 8,911 tons as com- 
pared with 3,710 tons sold during June, 1924, and with the addition of 
ample ice storage facilities the Company will be equipped for capacity 
manufacturing operations. 


Bonds are offered for delivery when, as and if issued 
and received by us and approved by our counsel 


Hyney, Emerson & Co, 


39 South La Salle Street, Chicago 
KALAMAZOO 
The above information is not guaranteed, but it constitutes the data 


upon which we have based our purchase of these bonds and has been 
secured from official sources which we have accepted as accurate. 





Balance Sheet. In the best practice, 
a full balance sheet should be given in 


to borrow money from the banks to 
cover its seasonal requirements, the 
manner in which it handles its liabilities 
to trade creditors, that is, whether it 
discounts its bills or not, and similar 
questions are of vital importance to the 
purchaser of long term bonds. The 
ability to seeure credit on proper terms 
is a factor of the greatest importance. 
These conditions will be revealed to 
some extent by an examination of the 
balanee sheet but should be explained 
by referring to the character of the in- 
ventory, its quick salability or other- 
wise, and the extent and time of credits 
which it is necessary to extend in order 
to sell its produet. 
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sufficient detail to enable the proposed 
investor to intelligently size up the fi- 
nancial position. In some eases, infor- 
mation has been limited to a statement 
of capitalization, which seems to ignore 
the fact that the investor is entitled to 
a full knowledge of the current position 
of the company. It is entirely cus- 
tomary and legitimate, -however, that 
the balance sheet should be _ recon- 
structed to give effect to the proposed 
financing. With this information at 
hand, he can determine the proportion 
of net tangible assets to the bond issue; 
the character of the assets, and whether 
such intangible items as good will, trade 
marks, and patents are carried among 
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assets at any substantial value; the 
ratio of current assets to current lia- 
bilities; and the other obligations out- 
standing besides the bond issue in ques- 
tion. It is also considered desirable to 
elaborate the balance sheet somewhat by 
stating whether fixed assets are carried 
on the books at full appraised value 
and the company’s method of pricing 
its inventory. 

Earnings. While the statement of 
earnings is always made in an offering 
of securities, the form varies very 
largely. It is a frequent practice to 
give a statement of average earnings 
over a period of years without showing 
the fluctuations which make up this 
average. In industrial securities es- 
pecially, it is important to give each 
year’s earnings for a number of years 
back as a satisfactory average might 
be built up through one or two years 
of large earnings while substantial 
losses have occurred in other years. It 
is recognized, of course, that losses oc- 
cur in all businesses and that very few 
passed through the drastic liquidation 
of 1921 and 1922 without such an ex- 
perience. With this information, the 
ratio of earnings to bond interest can 
be computed and the company’s ability 
to pay interest on junior securities will 
be shown. This is a point that is most 
important. While many earnings state- 
ments show a satisfactory ratio of earn- 
ings to bond interest, a further ex- 
amination may show that the company is 
running close to shore in the matter of 
paying interest on junior securities or 
dividends on preferred stock. While a 
default in the payment of these junior 
obligations might not seriously impair 
the intrinsic security of the senior bond 
issue, . it will undoubtedly affect the 
market for these securities and there- 
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fore is a factor which should be given 
due weight. The statement of earnings 
should also reveal the company’s policy 
with reference to the building up of 
depreciation reserves and the distribu- 
tion of dividends on the common stock, 
thus showing the general financial policy 
of the management. 

Other points such as the form of the 
security, the nature of the lien, the pur- 
pose of issue, are almost universally 
satisfactorily covered in offering litera- 
ture and if the points enumerated above 
are covered in addition, almost anyone 
with a little experience in buying can 
sit down and form an intelligent idea 
of what he is buying. I do not mean 
here to minimize the importance of the 
name for it is a most important element 
in an industrial corporation’s financial 
and trade position and should be given 
its proper proportion of value in esti- 
mating the security. But I do criticise 
the practice of buying exclusively on a 
name without giving a due measure of 
weight to the other important consid- 
erations mentioned. 


$15,000,000 City of Berlin Offering 
Successful 

On July 1 Speyer & Co., Blair & Co., 
the Equitable Trust Co. and Chase Se- 
eurities Corporation, offered for sub- 
scription $15,000,000 City of Berlin 
(Germany) Twenty-five Year 6% per 
cent sinking fund gold bonds, municipal 
external loan of 1925, due April 1, 
1950, at 89 and interest, to yield about 
7% per cent if held to maturity or 
9.43 per cent if redeemed on April 1, 
1930. The bonds are issued with the 
approval of the German and Prussian 
Governments, and the city covenants 
that if in the future it shall issue a 
loan seeured by a lien on any of its 
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revenues or assets, the bonds shall be 
secured equally and ratably with such 
loan. It was announced on July 2, that 
the offering had been a success, a great 
number of subseriptions having been re 
ceived, many from small investors frem 
all over this country, Canada and some 
even from the European Continent. It 
is pointed out that this is the first jm. 
portant German loan to be offered jn 
some time. 


AUSTRALIAN LOAN TOPS 
JULY FINANCING 


“The month of July is second only 
to January in the amount of capital re 
leased for investment through maturing 
obligations and interest and dividend 
payments. It is always a period of 
looked-for investment demand. During 
the month just passed that demand has 
not fully materialized, due no doubt to 
the hesitancy of those investors who 
think that bonds are high and are hold- 
ing off in anticipation of lower prices,” 
states the National City Bank of New 
York in its current letter. “Exactly 
when July disbursements will begin 
flowing in greater volume to permanent 
investment channels, it is hard to say, 
but so long as these funds remain a 
potential factor, they should furnish a 
good market support. 

“New flotations generally are being 
well received though there has been some 
evidence of weakness in older outstand- 
ing issues. The Dow-Jones average for 
40 listed issues (10 high grade rails, 10 
second grade rails, 10 industrials and 
10 public utilities) shows a slight de- 
cline in seasoned obligations during the 
month. The average on July 25th was 
92.29 as compared with 93.08 on June 
25th and 91.11 on July 25th a year ago. 
This average takes no account of for- 
eign securities, therefore is not an aceu- 
rate index of a general market in which 
foreign bonds are playing an important 
part. Were such foreign 
cluded, the general trend even on older 
issues, would probably be slightly up- 
ward, inasmuch as the market for for- 
eign bonds generally showed a consider- 
able improvement during the month. 

“With the market for United States 
securities always sensitive to trends in 
money rates, it is quite to be expected 
that such issues would show a slight fall- 
ing off during recent money hardening. 
Early in the month the Fourth 4% 
due 1938 and the Treasury 414s due 
1952 again made new high records for 
all time. Federal Land Bank bonds al# 
showed considerable activity. Later 
liquidation, principally by institutions 
and banks, some of which 
doubtedly to meet capital requirements 
of the crop moving season, forced prieé 
slightly downward. At present Govert 
ment securities are moving on an evel 
keel at a level slightly below the recet 
high. 
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“The outstanding piece of new finane- 
ing during the month was the $75,000,- 
000 Commonwealth of Australia 30-year 


js offered by a nation-wide American “iH ld = E t t 
Syndicate at 9944 to yield slightly more Ul ing an S a ec 
than 5 per cent. In spite of the size of a ” 
the loan—and the fact that this is the th R l E tate B nd 

first time that the Australian Federa- WI ea S O Ss 

tion has come to American markets for . ° Ss 
eredit, the issue was quickly oversub- 

seribed, showing that Australian credit A VITAL FACTOR TO THE INVESTOR 


ranks along with Canadian credit in 
this market. 


“Coincident with the offering in | ago Estate bonds today offer the 
America, was an offering in London of investor a wonderful opportunity for a 
five million pounds sterling of the same far-sighted and sensible way 

obligations, which was readily absorbed. —to save money 

Evidently American investors were af- —to invest surplus funds 

forded this opportunity simply because f —to achieve financial independence 


the London market felt itself unable to There is no better—no safer way to employ money 
stand the strain of so large an issue at than in the purchase of good real estate bonds. 
this time. The success of the loan is Unquestionably, they offer a far more attractive ‘in- 
already having its effect in accelerating come return than any other equally safe form of 


a ceward ey t vield investment. 
the downwar movement in interest yie Such securities possess a high degree of safety 
on other foreign bonds, thus reducing because they have behind them security of the most 
further the differential in yield still ex- staple nature known to our financial structure. 
isting between good foreign and domes- A tribute to the safety of Baird & Warner Bonds 
tie issues. While the domestic market will be found in the fact that for 60 years one of the 
iis hide even tek. Seed largest insurance companies in the United States 
Gentes On & airy even Ketl, roreign has purchased every bond that they buy in the 
bonds have been showing a consistent Chicago market through this organization. 
market rise. An ever-increasing number of persons who riever 
The month shows a satisfactory vol- before purchased —_ y moar eg are turning their 
me . 7 attention now to this far-sighted and sensible way 
ge of sp bagi ——- the ow to save and invest money. “ 
ing issues which came into the mar et The Baird & Warner partial payment plan par- 
vere the following: ticularly appeals to the salaried man or him who 
$75,000,000 Commonwealth of Australia ‘enjoys a regular income. 
External Loan of 1925 Thirty- 
Year 5 per cent Gold Bonds, he 
due July 15, 1955, price 9914 There are convincing arguments of safety 
and interest, to yield over 5 in every issue offered by Baird & Warner. 
per cent. 
40,000,000 Central Pacific Railway Co. 35 


yr. Gtd. 5s, due Aug. 1, 1960, 

price 98 and interest, to yield 

a gre BAIRD & WARNER 
20,000,000 Hershey Chocolate Co. 1st 


Mtg. & Coll. Tr. S. F. 5%s, INC. 
due July 1, 1940, price 98 and FOUNDED 1855 
interest to yield 5.70 per cent. 


15,000,000 non Berlin, Germany, 30 BONDS AND MORTGAGES 
yr. 8. F. 64s, due April 1, 
1950, price 89 and interest, to 134 S. LA SALLE STREET TEL. CENTRAL 1855 


yield about 7.50 per cent 


13,500,000 Great Consolidated Elec. Power CHICAGO. ILL. 
Co. Ltd. 1st & Gen. S. F. 6%s, ; 
due July 1, 1950, price 86 and 
interest, to yield 7.75 per cent. 
13,000,000 Stevens Hotel Co. First Mtge. 
S. F. 6s, due July 1, 1945, 
price 100 and interest. 




















to yield about 4% per cent. pany, at 9934 and interest, Amsterdam 


5,000,000, Chieago Sanitary District 4s, . > a i Wns “ 
\ aa ER to WE Saenion terms, and for placing bonds in Switzer 


10,000,000 Hungarian Consolidated Muni- offered at prices to yield 3% land through a group of Swiss bankers, 
cipal Loan 714 per cent Se- to 4 per cent.” headed by Credit Suisse. Proceeds of the 
peal I gr ype Seas wo loan in large part are to be used to re- 
terest, to yield about 8.67 per Denmark Places $30,000,000 Loan tire on October 15, 1925, at 110 per cent 
cent. A syndicate headed by the Guaranty and interest, the outstanding 8 per cent 

10,000,000 City of Cologne (Germany) Company of New York, and including Dollar Bonds issued in 1920, which 
Twenty-five year 6% per cent }ijlon, Read & Company and the Union bonds will be accepted in payment at a 
S. F. Gold Bonds, due March | a “8 j - ¥ 
15, 1950, price 87% and in- Trust Company of Pittsburgh, offered price equivalent to a 4 per cent interest 
terest, to yield over 7% per on June 29, $30,000,000 Kingdom of yield basis, computed from the date of 
cent. : ; Denmark 30-year 54% per cent external payment for bonds allotted to October 

$500,000 cece prone ten. mel - gold bonds, maturing August 1, 1955, 15, 1925. 
tema "ety: eek Saly 15, at 99% and interest. Inquiry for sub- The bonds are not redeemable prior 
1930, price 99 and interest, to stantial amounts originating from to August 1, 1930, and a sinking fund 
yield 5.73 per cent. abroad has resulted in arrangements for will be set aside semi-annually sufficient 
etme a Rock —— & a simultaneous offering in Holland by to retire the entire issue by maturity, to 

“may rt! ompa"Y Messrs. Lippman, Rosenthal & Com- be applied either to purchase of bonds 
Three-Year 4% per cent Se- : , 
cured Gold Notes, due Aug. Pany, De Twentsche Bank, Rotterdams- at not exceeding par and interest, or to 
1, 1928, price.99 and interest, che Bankverein and Labouchere & Com-_ their redemption by lot. 


Readers will confer a favor by mentioning THE BANKERS MONTHLY when writing to our advertisers 





78 


BONDS FOR THE BANK’S 
SECONDARY RESERVE 


In recent months some banks have 
made more money in their bond ac- 
counts than in their discount cages, de- 
clared Sam N. Foster, of the United 
States National Company of Denver, 
in an address before the annual con- 
vention of the American Institute of 
Banking in Kansas City. 

“As a general rule,” he said, “banks 
should buy short term paper—bonds 
running six months to three or possibly 
four years. Maturities should be well 
distributed so that there will be bonds 
paid off during the entire period. This 
is not easy by any means, but the bank 
that wishes to maintain its bond ac- 
count in a fairly liquid position will 
have bonds falling due within at least 
each quarter. Should it then be neces- 
sary to sell securities prior to maturity 
there need be no material sacrifice of 
principal, as the close proximity will 
mean that the market price will be 
approximately par regardless of the 
coupon rate of the bond or the condi- 
tion of the market. 

U. S. Treasury certificates and notes, 
Liberty and other U. S. Government 
bonds, municipals, public utilities, rails 
and industrials may be included in the 
bank’s secondary reserve,’ states Mr. 
Foster. 

When there are funds remaining 
after the bank has bought all the short 
time paper it can find and has a good 
supply of government bonds, it may be 
necessary to turn to longer term paper. 
This may be done at certain times, de- 
pending upon the condition of the mar- 
ket, its past history, present outlook, 
and future trend. Profits which banks 
have made recently in their bond ac- 
counts have been due chiefly to the ma- 
terial increase in the market price, and 
this appreciation has been greater in 
the case of long term, non-callable bonds 
than in the short term securities. It is 
these same bonds which would have 
shown the greater loss had the market 
turned the other way. The banker may 
actually prefer not to buy long term 
bonds, but he must keep his money 
working. The important thing is for 
bankers to watch the markets and con- 
vert their long term securities at the 
proper time. 

Investigation has shown that securi- 
ties are not always as liquid as bankers 
believe them to be. While there is 
nearly always a ready market for sound 
bond investments, it by no means fol- 
lows that a bank ean sell them at the 
price paid for them. In a falling mar- 
ket the price of all bonds declines, more 
or less, good and poor alike. In times 
when money is plentiful banks buy 
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large quantities of bonds on the theory 
that they can dispose of them when 
necessary for cash. Usually, however, 
when a pinch comes and they need 
money, the price of securities is declin- 
ing. At such a time to realize on the 
investment might result in a consider- 
able loss. Hence the bank holds the 
securities and tries to strengthen its 
position of accumulating cash and com- 
pelling the payment of loans. That 
which was designed to serve as a sec- 
ondary reserve, therefore, becomes a 
permanent investment and is not used 
as a reserve at all. 


FOREIGN INVESTMENTS 
BECOMING SEASONED 


“In a market such as that of the 
present year, well set-up foreign bonds, 
whether the obligations of corporations 
or of governments, seem attractive to 
investors because the return that can be 
obtained is generally higher than the 
return from comparable domestic secur- 
ities,” points out the “Guaranty Survey,” 
published by the Guaranty Trust Co. of 
New York. “In respect to market posi- 
tion, moreover, foreign dollar bonds are 
gradually becoming seasoned, their price 
movements more and more controlled by 
money rates and less affected by other 
circumstances. 

“Proof of this seasoning may be found 
in the following comparison of the 
average yields from a selected list of 
bonds maturing in from fifteen to thirty- 
five years. The five bonds in the first 
group are legal for the investment of 
trust funds in New York, such as 
Southern Pacific Refunding 4s. In the 
second group are mortgage bonds of 
railroads with improving earning power, 
such as Southern Railway Development 
& General 4s, and in the third, bonds 
of such European nations as the Nether- 
lands and Denmark. Comparison is 
made of yields at the high prices reached 
during the summer and fall of last year, 
the January low prices, and the high 


. prices of May and June, with yields at 


the market prices of mid-July. 


High Lower Foreign 

COMPARATIVE YIELDS OF ~ Grade Grade Govern- 

Rails Rails ments 

At the high prices of 1924. .4.57% 5.75% 5.70% 

At the low prices of 1925. .4.78% 5.96% 5.92% 

At the high prices of 1925. .4.45% 5.33% 5.54% 
At the market prices of 

WO. Bis otaencaun panes 4.60% 5.45% 5.65% 


“This table indicates that certain 
foreign government bonds already are 
fairly well seasoned, and are selling 
today on a yield basis that is more at- 
tractive than good railroad mortgage 
bonds, whereas last year they were 
selling on approximately the same basis. 


“American capital resources are being 
drawn upon by all the world to an 
extent undreamed of a few years ago. 
Since the London market has been 
temporarily closed to foreign borrowers 
as a protective measure in connection 
with the stabilization of sterling at its 


gold parity, New York has been the only 
market capable of meeting the large 
capital requirements of other countries, 
In the six months ended June 30, the 
Department of Commerce estimates, 
more than $550,000,000 of foreign secur. 
ities were offered for public subserip- 
tion in this country, compared with 
$380,000,000 in the corresponding 
period, and $830,000,000 in the last six 
months, of 1924. The total outstanding 
foreign investments of the American 
people, exclusive of the loans to other 
governments made by the United States 
Government and banking credits, are 
estimated at more than $9,500,000,000. 

“Restoration of a more normal rela- 
tionship between production and con- 
sumption in other countries is proceed- 
ing at an increasingly rapid pace. 
Naturally, then, we may expect to see a 
larger number of foreign corporation 
loans in this market as we become more 
accustomed to the credit standing and 
earning power of such companies. The 
growth in volume and character of our 
foreign loans in perhaps the most potent 
influence in our money market at 
present. 


BRITISH INVESTMENT 
TRUSTS SHOW GAIN 


Notwithstanding the extreme measures 
of the British income tax regulations, 
and the trade depression, the British 
investment trust companies had a more 
profitable year in 1924-1925 than in the 
preceding year. Gross revenue, less in- 
come tax and other items, of 23 leading 
companies that have recently issued their 
reports was 6.03 per cent of capital, as 
compared with 5.66 per cent during 
1923-24. The revenue balance available 
for dividends on ordinary shares after 
payment of interest on debenture and 
preference stock was 10.83 per cent of 
the ordinary capital, almost 1 per cert 
increase over 1923-24. Part of this 
surplus went to reserves, which have 
been increased until they represent 43.96 
per cent of the value of ordinary stock, 
as against 42.12 per cent for last year. 

The issued capital of the 23 com- 
panies totals £51,663,231, distributed as 
follows: Debenture, £21,662,504; pre 
ference, £14,789,232; and _ ordinary, 
£15,211,495. 

The “gross revenue, less income [ax, 
ete.,” on this capital amounted to £3; 
115,875. The highest return received by 
any of the companies was 10.59 per cent 
of the invested capital and the lowest 
was 4.55 per cent. The following e 
umeration shows that the largest 
number of companies earned betweel 
5% and 6 per cent on the invested 
capital : 


One company earned over 10 pe 
Two companies earned 7 to 7% 
One company earned 6% to 

Four companies earned 6 to 6 

Eleven companies earned 5% 

One company earned 5 to 5% per cent. 
Three companies earned 4% to 5 per cent. 


The company earning over 10 per cet 
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on its capital had an expense ratio more 
than four times the average of the 23 
companies—2 per cent of capital as 
eompared with the average of 0.44 per 
ent. There is practically no change in 
the expense item of the 23 companies 
in the last two years. 

Dividends paid on ordinary stock 
averaged 7.72 per cent for the 23 com- 
panies, as against 7.24 per cent in 1923. 

The price of investment trust stocks 
has risen during 1925, in most cases 
to a point beyond the high for 1924. 
The yield on such stock at the present 
market, as far:as the 23 companies are 
eoneerned, varies between 5.28 and 7.41 
per cent, averaging about 6 per cent. 

A statement of the chairman of one 
of the companies shows that holdings 
in American shares of that company 
were gradually being disposed of. At 
present they amount to £960,119, where- 
as in 1913 they stood at £3,172,339. No 
explanation was given, but the double 
jncome-tax provision undoubtedly had 
some weight. This same company, one 
of the largest, divides its investments 
as follows: 

PER CENT 

OF CAPITAL 

American bonds and preferred stocks .. 15.22 

Bonds outside United States 54.50 
British Government securities 


Trust company shares 
Other joint-stock companies 


As some of the classifications overlap, 
the total does not add to 100. 


Dodge Bros. Earnings Hit Record 

Earnings of Dodge Brothers, Ine., 
combined with those of the predecessor 
company, established a new high record 
for the first half of this year. Net 
sales of cars and parts totaled $117,- 
045,569 and net earnings after deprecia- 
tion, but before deducting debenture 
interest and Federal Income taxes were 
$16,487,891. This figure compares with 
the estimate of $14,000,000 made earlier 
in the year. For the half year prefer- 
enee dividends of the company were 
earned four times over. And after all 
charges, taxes, bond interest and pre- 
ference dividends, the company earned 
at the annual rate of $9.48 a share on 
its 2,000,000 shares of outstanding com- 
mon stock. 


Rayon—Artificial Silk 

What is Rayon? It is a new textile 
fibre which has already distanced silk in 
the textile markets of the world, aceord- 
ing to a 54 page booklet entitled 
“Rayon,” published by Green, Ellis, & 
Anderson, investment securities house of 
New York City. This new fibre is ar- 
tifieial silk produced, not from a plant, 
but by chemical processes. It is said 
even to have certain advantages in 
quality and durability over natural silk. 
More than 140,000,000 pounds of Rayon 
Were sold in 1924. 


The General Electrie Company, ae- 
cording to an announcement of its 
President, Gerard Swope, will retire on 


“Outside Plant” 


HAT is the telephone term for all the varied facili- . 
ties used in furnishing telephone service, aside 
from those in the central offices or on subscribers’ 


premises. 


The Bell System has over $1,160,000,000 invested in 


cables, cable conduits, poles, wires, and supplemen- 


tary equipment. 


Underground and aloft, the wires speed 46,000,000 
messages every day to their destinations, near and far, 
to keep alive the social and business life of the nation. 


A nation-wide plant and a nation-wide service—both 
underlie Bell System securities. 


The stock of the A. T. & T., parent company of 
the Bell System, can be bought in the open market 
to yield a good return. Write for information. 


SECURITIES CO. he 


D.F. Houston, President 


195 Broadway 


September 1, the entire outstanding 
issue of its 5 per cent gold debenture 
bonds of 1912, due September 1, 1925, 
and amounting to $15,136,500, at 10744 
per cent of the principal amount of 
such bonds and accrued interest. 


A new banking organization has 
made its bow recently through a merger 
of the Home Savings and Merchants 
Bank and the Globe National Bank, 
Denver. The new organization, which 
is known as the Globe National Bank, 
oceupies the quarters of the Home Sav- 
ings and Merchants Bank and is headed 
by Herman B. Ates, president of the 
old Globe National Bank. 


Harry H. Morrison, architect of 
Chicago, has been awarded the contract 
for the erection of the new bank home 


NEW YORK 


“The People’s 
Messenger” 


for the Arlington Heights State Bank, 
Arlington Heights, Illinois, and work 
has been started. The new building 
will be of Bedford stone and in the 
Italian Renaissance style. The plan 
provides for a spacious and well lighted 
banking room, equipped with the most 
modern fixtures and equipment. 
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ANDREW RUSSEL JOINS 
GARARD & CO. 


Former Illinois state auditor, Andrew 
Russel, of Jacksonville, Illinois, was 
made a vice president of Garard & Co., 
investment bankers, Chicago, at a re- 
cent meeting of the board of directors. 

Mr. Russel will continue to reside in 
Jacksonville, but will have an office 
with the company in Chicago. For a 
number of years Mr. Russel has served 
as vice president of the Ayers National 
Bank of Jacksonville. He held this 
office during his term of office as state 
auditor as well as previously. 


John Frenzel Heads Indianapolis Bank 

John P. Frenzel was elected pres- 
ident of the Merchants National Bank 
of Indianapolis, by the board of direc- 
tors at the regular monthly meeting of 
the bank. Mr. Frenzel succeeds his 
brother, Otto N. Frenzel, who died 
June 23. 

In his election as president of the 
Merchants National Bank, Mr. Frenzel 
for the second time becomes the execu- 
tive head of the financial institution 


ip mui 


ite 


NG 


\ 
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with which he has been associated con- 
tinuously since 1867. At the age of 
thirteen he entered the bank as mes- 
senger. He has held every position in 
the bank from messenger to president. 
In 1875, at the age of twenty-one, he 
was elected cashier of that institution 
and in 1882, at the age of twenty-eight 
he was elected president succeeding 
Volney T. Malott. Mr. Frenzel was the 
youngest president of a national bank 
in America. In 1902 he retired and 
devoted his attention to the Indiana 
Trust Company of which he was pres- 
ident. 


Lyman G. Bournique, vice president 
of the First Wisconsin National Bank 
of Milwaukee, died in Boston, Massa- 
chusetts, following an operation. 

Mr. Bournique’s first connection with 
the banking field was with the Wiscon- 
sin Trust Company of Milwaukee, from 
which he shortly became cashier and 
later vice president of the Wisconsin 
National Bank. After spending five 
years following 1916 in the grain busi- 
ness, he became vice president of the 
First Wisconsin National Bank of Mil- 
waukee. 


Hugh Wright, vice president of the 
Jellison Trust Company, Junction City, 
Kansas, will assume active management 
of the Citizens State Bank of Wichita. 
He has purchased a large portion of the 
stock he!d by the president, W. S. Had- 
ley, who retires July Ist. Mr. Wright 
will be vice president of the bank. 


TRAVELS DELUXE BY AUTO 














Roy A. Dahlem, salesman for the Rand McNally Bankers Directory—the ‘‘Blue Book’’—now makes 


trips from city to city and from bank to bank in the commodious red, 


pictured above. Mr. Dah 


white and blue chariot 


lem is known to hundreds of bankers throughout the country, parti- 


cularly in the middle west and eastern cities. 
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JEWETT HEADS SPOKANE 
LAND BANK 


George C. Jewett was elected pres- 
ident of the Federal Land Bank of 
Spokane, Washington, to succeed the 
late Senator Daniel G. O’Shea. He has 
been secretary of the bank since July 1, 
1924, and was also secretary from the 
organization of the institution in 1917 
until 1920, when he became general 
manager of the Northwestern Wheat 
Growers Associated and later of the 
American Wheat Growers Associated. 


Announcement is made of the resigna- 
tion of Carl M. Sisk of Reading, Penn- 
sylvania, as national bank examiner. 
In point of service he is the oldest 
national bank examiner in the Third 
Federal Reserve District. With a corps 
of trained men he will now specialize 
in bank audits and the examination of 
defunct or embarrassed creditors of 
banks. The new firm will be known as 
the Carl M. Sisk Company, with offices 
in Reading. 


Harry Hilles resigns as eashier of the 
Bourbon State Bank, Bourbon, Indiana. 
Charles Wood of Warsaw, who was 
formerly connected with the bank, is 
his suecessor. 


Earl D. Leas of the Citizens State 
Bank of Waterloo, Indiana, was elected 
president of the DeKalb County Bank- 
ers Association; E. P. Lombard of At- 
burn, vice president; Frank Brandon, 
secretary, and Willis Rhoades, treasurer. 


The following officers of the Harri- 
son County Bank of Lost Creek, West 
Virginia, were elected recently: Charles 
Post, president; Lloyd Stout, vice 
president; W. D. Nutter, cashier, and 
H. C. Clevenger, assistant cashier. 

M. D. MePherson, cashier of the Se 
curity National Bank of Palouse, Wash- 
ington, was elected president of the 
Whitman County Bankers Association. 
C. F. Kinzie, cashier of the Bank of 
Farmington, was elected vice president, 
and J. O. Patterson, assistant cashier 
of the First National Bank of Pullman, 
was re-elected secretary and treasurer. 
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Ff. A. A. CONVENTION IN 
COLUMBUS, OCT. 14-16 


OME four or five hundred members 
of the Financial Advertisers As- 
sociation are scheduled to meet in Co- 
lumbus, Ohio, where the organization’s 
tenth annual convention will be held, 
Wednesday, Thursday and Friday, Oc- 
tober 14, 15 and 16. 

Columbus was selected for the con- 
yention at a meeting during the sessions 
of last year at Richmond, Virginia, be- 
cause of its accessibility to all parts 
of the country, making it a compara- 
tively short trip for the largest per- 
centage of those belonging to the or- 
ganization. 

Banking interests in Columbus are 
preparing for the meeting with an en- 
thusiasm which promises that everyone 
going to the convention will be given a 
thoroughly enjoyable time. 

R. H. Patton, head of the National 
Bank of Commerce of Columbus, and 
president of the Columbus Clearing 
House Association, has appointed as 
general chairman for local arrange- 
ments President R. H. Schryver of The 
Citizens Trust and Savings Bank, Co- 
lumbus, an outstanding figure in the 
banking fraternity of Ohio. Mr. Schry- 
ver is organizing a group of committees 
which are expected to begin function- 
ing without delay. 

The first session of the Columbus 
meeting will be held on the morning of 
Wednesday, October 14. In order to 
promote the early arrival of a large 
number Mr. Schryver has indicated that 
the usual golf tournament will be held 
on the perceding afternoon, Tuesday, 
October 13. Blanks for the registra- 
tion of players will be distributed in the 
near future. 

Some of the subjects to be discussed 
by experts of nation-wide prominence 
are: “Development of National Thrift,” 
“How the Commercial Bank serves the 
Business Community” and “Why I 
Picked a Particular Bank to Handle 
My Banking Business.” 

The general sessions will be devoted 
exelusively to the development of finan- 
cial business through advertising, and 
one entire session will be devoted to 
investment advertising, one to savings 
advertising, one to commercial bank ad- 
vertising and one to trust advertising. 
These departmental sessions will be 
“brass tack” affairs with general dis- 
eussion from the floor supplementing 
the formal talk made by advertising 
men and women handling some specific 
Phase of the subject. 

Aside from the regular program of 
entertainment to be formulated by the 
Columbus commitees an event of un- 
Usual interest will be the football game 
fo be played by Columbia University 
and Ohio State University in the fa- 
mous Ohio Stadium on Saturday, Oc- 
tober 17. It is understood that every- 


A Specialized Service 


for ‘Banks and Bankers which is the result of 
more than sixty years of experience is offered by 


The First National 
Bank of Chicago 
and the First Trust 
and Savings Bank 


and provides complete facilities for active and 
inactive accounts, collections, bill-of-lading 
drafts, investments, letters of credit and foreign 


exchange transactions. 


FRANK O. WETMORE 
Chairman 


MELVIN A. TRAYLOR 
President 


Combined Resources exceed $400,000,000.00 





one electing to stay over for the game 
ean have reservations made by a special 
committee if notice is given not later 
than Wednesday, October 14. 


The hotel situation in Columbus as- 
sures more than adequate facilities for 
the convention. Aside from the head- 
quarters hotel, there are two splendid 
new structures recently completed of- 
fering every convenience required for 
such a meeting. 

Columbus bankers regard this con- 
vention as one of the most important 
meetings to be entertained by the Mid- 
dle West this year and are preparing 
to urge every financial institution in 
the Fourth Federal Reserve District to 
send representatives. 


Financial Librarians Name Officers 

At the business meeting of the Fi- 
nancial Group in the National Special 
Libraries Association, which was _ re- 
cently held at Swampscott, Massachu- 
setts, the following officers were elected : 
ehairman, Miss Margaret Reynolds, li- 
brarian, First Wiseonsin National Bank, 
Milwaukee; vice chairman, Miss Alice 
M. Scheck, librarian, First National 
Bank, Los Angeles; and secretary, Miss 
Eleanor Cavanaugh, librarian, Stan- 
dard Statisties Company, New York 
City. 


The First National Bank, Yonkers, 
New York, plans to erect a_ bank 
building. 
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CLASSIFIED 
ADVERTISEMENTS 


Advertisements will be accepted under this 
heading at FIVE CENTS per word, signa- 
tures, address, name and heading to be 
counted. Send cash with your order. 
Answers addressed care of the BANKERS 
MonTa yr will be forwarded promptly. 


SOUTHERN CALIFORNIA BANKS 

Correspondence invited from Bankers desir- 
ing to buy control in California. SANDERS- 
McCULLOCH ©CO., Bank Brokers, Suite 1005, 
Story se Los Angeles tf. 





ADVERTISING BULLET PENCILS 


Lowest Price Ever Known. Sample 10 cents. 
The Business Puss Co., Oblong, Ii. 


FOR SALE—A two story 30 ft. Bedford 
stone bank front, together with quartered oak 
fixtures and Diebold vault doors. H. F. 
Krueger, Neenah, Wis. 


Safee—Burglar 
every size, style 
Murray 126 E. 


and fireproof, 
and make. 
Pearl St. 


Secondhand, 
Cheap. John 
Cincinnati, Ohio. 
4*-12 ti. 


MARBLE AND MAHOGANY 
FIXTURES 

Will have ready for delivery Oct. ist a fine 
set of used fixtures for sale. English vein 
Italian marble die, ledge and wicket shelves; 
mahogany counter screen; two wickets; lobby 
wall check desk; marble wainscoting. Write or 
wire us for photograph and floor plan. Mer- 


chants and Miners National Bank, Ironwood, 
Mich. 6-1 ti. 





WANTED— 


Opportunity to make good with national bank 
in growing Wisconsin town or city. Seven years 
bank experience. References the best. Address, 
“Capable’, c/o BANKERS MONTHLY, Chicago. 

7*-1 ti. 





FROM BANK CLERK TO CASHIER is 
a step which requires a as well as ex- 
perience. Our Home Study urse in Banking 
prepares you for the position higher up. Write 
for catalog. AMERICAN SCHOOL OF FI- 
NANCE, 107 McLene Bldg., Columbus, oa 

t. 





PATENTS 


Bankers and Attorneys having clients who 
wish to patent inventions are invited to write 
for particulars and terms. 

WATSON E. COLEMAN, Patent Lawyer, 644 
G Street, N. W., Washington, D. C. - i. 





6*-12 ti 


PRINTING 


Omaha Printing Company, 18th and Farnam 
Sts., Omaha, U. U. & A. Lithographers, ae 
Stationers, Office Furniture. *-12 ti. 








ONE of the things which 

every reader of The 
Bankers Monthly has a right 
to expect is the highest 
measure of editorial service 
atalltimes. Itis the aim of 
the staff of this publication 
to bring together in an un- 
derstandable, interesting 
way dozens of plans and 
methods that are of tangible 
help to the executive on 
problems of bank adminis- 
tration, operation, and bus- 
iness building. No effort is 
spared to give the kind of 
editorial service that merits 
the faith and confidence of 
subscribers. 
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EA-FARING men are the only de- 
positors in the diminutive “bank” 
illustrated above, which is operated in 
connection with the Seamen’s Church 
Institute of New York. It affords an 
opportunity for seamen to deposit their 
money for safekeeping, and no charge 
is made for this service. 
A declaration of trust is required 
from each depositor, so that upon proof 


* * 


HOW BANKERS BILLS 
FINANCE OUR FOREIGN 
COMMERCE 
(Continued from page 67) 
discount the acceptance, whereupon it 
is sold to a discount house in New York. 
The discount house sells it let us say 
to a bank in Dallas, Texas, and sends 
it to them. A reasonable time before 
maturity, the Dallas bank deposits it 
with the Federal’ Reserve Bank of 
Dallas which forwards it for collection 
to the Federal Reserve Bank in Kansas 
City, arid it is presented by them to the 
accepting bank and collected on the day 
it matures. On that day the investing 
bank in Dallas gets immediate settle- 

ment in reserve funds. 

Bankers acceptances may properly 
be called the currency of trade by 
means of which payments are made for 
the huge amount of goods and services 
constantly exchanged among nations. 
They finance our furs from the frozen 


North, our sugar and coffee from the 


sunny lands of the equator; they bring 
us wool from Australasia and silk from 
the mystic Orient. They send into far 


WHERE THE SEAMEN BANK 


of death the money can be transmitted 
to persons designated. Dormant ae- 
counts as a result of death, which other- 
wise might mount into a considerable 
sum, are therefore very few. The de 
posits are sometimes left only for days 
and sometimes for years. 

Deposits average $45,000 monthly, 
and 5,812 deposits were received during 
the year 1924. 


* * 


distant lands the vast stream of the 
products of our mines, of our fields 
and of our factories which represent 
the ingenuity and industry of ou 
people. 

The privilege has been granted to the 
bankers of this country to facilitate and 
develop our trade by means of bankers 
acceptances and the mantle of responsi- 
bility has fallen upon the banks and 
bankers and other investors of this 
country, large and small, to invest a 
least a portion of their surplus funds 
in these instruments. By so doing, 
America’s interest in foreign and do 
mestie trade and in international bank- 
ing will be advanced and Americal 
business as a whole will be enabled to 
attain a greater degree of prosperity. 

Robert O. Bonnell, vice president 
and general manager of the First Ir 
dustrial Bank of Denver, Colorade, 
which operates under the Morris Plas, 
has tendered his resignation to become 
effective September Ist. He will go ® 
St. Eouis where he will become vit 
president of the Industrial Saving 
Trust Company. 
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The New York Trust Company 


Offers These Services to 
Banks, Corporations and Individuals 


AYA ODERN, comprehensive 





to customers— 


Foreign credit information, current 
data on foreign markets and trade 
ial con- 


opportunities, and other s 
veniences for those engaged in foreign 


trade— 


Exceptional facilities for the admin- 
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commercial banking facili- 
stiles ties, and a highly developed 
credit information service available 





istration of personal and corporate 
trusts, developed through long ex- 


perience covering the entire field of 


trust service. 


The New York Trust Company 


Capital, Surplus and Undivided Profits $28,500,000 


100 Broadway 
57th St. & Fifth Ave. 


Huge E. Otte, president of the Na- 
tional Bank of the Republic of Chicago, 
has just returned from a trip abroad, 
having spent nine weeks in England, 
Seotland, France, Germany, Switzer- 
land, Holland, Norway and Sweden. 
Mr. Otte reports that trade conditions 
in England are still depressed, with con- 
siderable unemployment, but believes 
conditions are gradually getting better. 


Frank W. Wardell, vice president of 
the Guardian Trust Company, Cleve- 
land, died July 21, 1925, after suffering 
a stroke of apoplexy two weeks previ- 
ously. Mr. Wardell was born in Boston, 
February 18, 1855. He came to Cleve- 
land thirty years ago and for a time 
Operated a department store known as 
The Wardell Company. In 1906 he 
was elected president of the Cleveland 
National Bank, of which he had been a 
director since 1895. When this institu- 
tion was merged with The Guardian 
Trust Company, Mr. Wardell was made 
& vice president of the merged institu- 


tion. 


_Franeis R. Morison, financial adver- 
tising specialist of Cleveland, Ohio, has 
heen elected chairman of the new agency 
division of The Cleveland Advertising 
Club. The division is representative of 
the leading advertising agencies operat- 
ing in the Cleveland field. 


40th St. & Madison Ave. 





plus 


Undivided Profits 


Chairman 


Subseribed Capital 
Capital and Surplus Paid In................. 
Due to Banks and Customers. ; : . ! ; ; } 
Acceptances and Letters of Cred:t Outstanding 42,536,301.38 
Wpnerye- Tee: TAR Clea soins cccceewesesucan 


PAUL M. WARBURG 





INTERNATIONAL 
AccEPTANCE 
Bank, INC. 


Condensed Statement, June 30, 1925 


RESOURCES 


Cash and Due From Banks.................. $ 4,774,492.07 
Bankers’ Acceptances and Call Loans Secured 

by Acceptances 
U. 8. Government Securities 


8,071,069.33 
12,052,874.08 
20,034,173.48 


Customers’ Liability a/e Acceptances and Let- 
ters of Credit 


41,375,335.24 
$86,307,944.20 





LIABILITIES 
and Sur- 


$10,250,000.00 
3,125,733.71 
30,119,259.6% 


276,649.48 
$86,307,944.20 


F. ABBOT GOODHUE 
President 


52 Cedar Street, New York 








Col. James A. Logan Represents 
Dillon, Read & Co.*in Paris 

Dillon, Read & Co. announced that 
Col. James A. Logan, Jr., who has been 
until the present attached to the Re- 
parations Commission as unofficial ob- 
server on behalf of the United States 
Government, has become associated 
with them as European representative, 
with headquarters in Paris. 

Colonel Logan has represented the 
United States in various important ca- 
pacities for the past ten years. He 
took an important part in the negotia- 
tions leading up to the adoption of the 
Dawes Plan and represented the United 
States at the London conference in 
London as a result of which the Plan 
was put into operation. 


John C. Shelton, who was recently 
elected trust officer of the central Na- 
tional Bank and Trust Company of St. 
Petersburg, Florida, comes to that in- 
stitution from Chattanooga, Tennessee. 

Mr. Shelton began his banking career 
in 1901 as a messenger with the Hamil- 
ton Banks of Chattanooga. He served 
with them until 1907. 

In 1907, he went with the American 
National Bank, and in 1910 resigned to 
become assistant postmaster at Chat- 
tanooga. He served in that capacity 
twelve years. In 1922, he was ap- 
pointed chief deputy in the tax depart- 
ment. of Hamilton County, Tennessee. 
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Name Los Angeles School Savings 
Officers 


A meeting of the executive officers 
of the Los Angeles Banks School Sav- 
ings Association was held recently for 
the purpose of electing officers for the 
ensuing year. A. H. Thomas, junior 
vice president of the Pacifie-Southwest _ 
Trust & Savings Bank was elected 
president. The other offices were filled 
by the following members respectively : 
vice president, J. W. Lewis, assistant 
eashier of the Union Bank & Trust Co.,; 
secretary, H. B. Kelly, cashier of the 
Hellman Commercial Trust & Savings 
Bank; and treasurer, R. D. Davis, viee 
president and cashier of the Citizens 
Trust & Savings Bank. 

The Los Angeles school savings 
record to date shows 161 elementary 
schools and 13 junior high schools have 
added “thrift” to their curriculum, as 
advocated by the Los Angeles banks. 
Up to July 1, 1925, 65,478 school sav- 
ings bank accounts have been opened 
with $686,000 on deposit to the credit 
of school pupils. The junior high 
school division has an enviable record, 
dating from the time of induction on 
February Ist of this year. 


SHOULD AMERICAN BANKS SUPPORT 
FOREIGN INVESTMENTS? 


Bankers, both commercial and investment, will 
have a continuing and probably increasing in- 
centive to handle foreign loans and investments 


HE year 1924 with its extraordinary 
movements, in so far as the United 
States is concerned, in foreign trade 
and in foreign investment, raises the 
definite question whether American 
bankers have properly directed their 
efforts so that international transactions 
work out to as litt!e disadvantage to the 
producers and marketers of the United 
States as the circumstances permit. 

It must be recognized that to a eom- 
mercial banker, eredits constitute his 
stock of merchandise; to an investment 
banker, securities are his merchandise. 
And both are resentful of interference, 
governmental or private. While this is 
true it is certainly not to be thought that 
the American banker does not fully 
realize that loans made outside the 
boundaries of this country may finally 
militate against the country, either 
because such loans support a competitive 
situation, unduly detrimental to us, or 
because excessive loaning may unduly 
tighten the financial structure at home. 

Eighteen months ago no one ques- 
tioned the absolute need for the economic 
restoration of Continental Europe, if it 
could be brought about, because it was 
recognized that commerce and _ trade 
were so definitely interrelated that the 
ereat economic organizations on the con- 
tinent of Europe must be restored and 
the people be brought back to a position 
of consuming ability, as nearly compar- 
able to former conditions as possible. It 
was also recognized that the losers in the 
war should be put in a position that 
would compel them to assume part of 
the losses of the war. 

It would be well to set forth briefly 
the present position. A program was 
set up which contemplates the payment 
by the German people, into a German 


84 


By HENRY M. ROBINSON 
President, First National Bank, Los Angeles 


bank, for the credit of the Allies of 
annual sums ranging as follows: 


1,000 million gold marks 
1,220 million gold marks 
1,200 million gold marks 
1,750 million gold marks 
2,500 million gold marks 


second year 
third year 
fourth year 
fifth year 


and 2,500 million gold marks each year 











HENRY R. ROBINSON 


thereafter. This is the standard annuity, 
to be continued at the same rate unless 
unusual prosperity obtains in Germany, 
when provision is made for an increase 
based on a prosperity index. The year 
begins Sept. Ist and ends on August 
31st. 

As a part of the stabilization of 
Europe under the reconstruction, it was 
necessary to bring about a stable condi- 
tion in Germany. To this end, a very 
considerable loan, aggregating 300 


million gold marks, net, was made to the 
Government of Germany; this country 
contributed directly a little over half of 
that amount. In addition, our invest- 
ment bankers and commercial bankers 
have made many loans and advances to 
German utilities and industries, as well 
as to political subdivisions. 

The current loans have been in the 
form of purchase of various types of 
bills or direct obligations of concerns 
and in the form of deposits made in 
German banks. The investment bankers 
have made long term loans to private 
concerns, on mortgage and other secur- 
ity, and have also made long term loans 
to municipalities. The aggregate of 
current loans and inve:tments loans has 
been very considerable. 

In view of the enormous transae- 
tions of the last year, which because of 
heavy foreign investments, resulted in 
a final debit of $471,000,000, and in view 
of the special application of some of 
the loans, the question naturally arises 
—Are our bankers properly consider- 
ing the effect of “such loaning on our 
own industries and commercial life?” 

The use by our private banks of our 
credit position and the Federal Reserve 
facilities for the handling of foreign 
bills in the open market, representing 
world business, business that does not 
touch our shores, has been done in very 
large amounts. We have acquired @ 
profit in such transactions which will 
undoubtedly run into large figures and 
it is being credited to our account, al 
though it does not appear in the credit 
items mentioned before. In addition 
these purchases of foreign bills in the 
open market have helped finance the 
operations in the other countries. 

Foreign trade for the year showed the 
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greatest export demand for finished 
and import demand for raw 
materials, the reverse of our former 
normal experience. -This may be a 
definite indication of a trend toward the 
development of this country as a fabri- 
eating and financing nation in interna- 
tional commerce. The United States is 
coming to make more investments in 
practically every section of the world, 
with yields fluctuating widely, indicating 
some discrimination in risks. The 
primary interest appears to be in rehab- 
jlitation in the war worn countries. The 
question has been asked whether in 
making these advances‘we are not creat- 
ing for our competitors an unduly favor- 
able position. 

Questions are being continually asked 
—“*How can the foreign manufacturers, 
especially the German and Belgian, 
export to the United States at extra- 
ordinarily low prices?” An examina- 
tion of the source of most of the com- 
modities dumped into this and other 
countries in the early part of last year, 
at unduly low prices, discloses the facts 
that they were very largely “distress” 
sales, where the producer had either ex- 
hausted his credit or because the rates 
in his particular country were so high, 
preferred to sacrifice the price on his 
commodities. 

To the extent that American loans 
made abroad are sound and not exces- 
sive, and to the extent that the making 
of such loans has reduced interest rates 
and made possible borrowing, therefore 
impossible, the pressure to sell, irres- 
pective of price, has been relieved and 
to some degree at least, competitive pres- 
sure has been reduced. 

May we not assume that such loans 
have contributed greatly to bring about 
that result? At the same time, an easier 
financial condition in a_ distressed 
country soon brings about demands for 
inereases in wages, and soon their com- 
parative cost level rises, and to that 
extent weakens their comparative com- 
petitive position. 

When we come to a discussion of 
what private individuals and organiza- 
tions should do to protect their position 
in this country, there are two factors 
that must be considered fully: One 
the payment of reparations; two, the 
effet of the settlement of inter-allied 
debts. 


In order to reach our decisions, we 
must realize that debts can be paid 
oly in gold or commodities. We have 
set up the machinery for collecting the 
reparations debt; for the first two or 
three years the co'lection and application 
of the reparations payments are not 
likely to affect importantly the foreign 
trade situation for this reason: Deliv- 
eries in kind, of coal, phosphates, dye- 
stuffs, and other articles, which Germany 
has been delivering since the Armistice, 
will be continued in approximately the 
amount in value that has obtained in 
the past, and the payment for these will 
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WESTMINSTER 
BANK LIMITED 


EVERY CUSTOMER of the Bank is entitled to 
the services of a world-wide organization. Its vast 
resources, its connexions in every banking town in 
the world, its accumulated experience and its con- 
stant touch with current affairs contribute to that 
maximum degree of service which it is the bank’s 
pleasure to place at its clients’ disposal. 


New York Representative: C. M. PARKER 
68 William Street 


Head Office: 41 LOTHBURY, LONDON, E.C.2 


absorb the major portion of the pay- 
ments for the first three years. The 
remainder will be applied in part to the 
payment of certain occupying army 
costs. Only the balance will affect Ger- 
many’s exchange position, because it 
will be withdrawn under the Recoveries 
Aet, or in the form of exchange. 
However, the movement under such 
pressure may be advanced in point of 
time through the German banks fur- 
nishing the German producer with credit 
in exchange for an assignment from the 
Allied country of its participation in 
the reparations that are to be collected 
in later years; this provided the German 
banks are in a position to earry such 
a loan for such a length of time. To 
some degree this will probably obtain. 


The problem, however, will take on a 
more serious aspect in its effect on com- 
petitive conditions in world trade when 
the amount of reparations collected in 
Germany is deposited in the Reischbank 
to the credit of the Allies and réaches 
the normal annuity of twenty-five 
hundred million marks, or about $625,- 
000,000. When this amount is collected 
and placed to the credit of the Allies, 
unless Germany has made unlooked for 
expansions of exports over imports, the 
pressure of the desire to realize on these 
eredits will result in many types of 
ingenious schemes for such realization. 

There appear to be four outstanding 
general methods -for getting out of 
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Germany the value of the credits the 
Allies will have in the Bank. These 
are: ; 

1. By the further expansion of 
German exports to the general world 
markets in an ordinary business manner 
and under normal conditions, thus ereat- 
ing a favorable gold exchange position. 

2. By special arrangements between 
the Allied Governments on the one side, 
acting through the Transfer Committee, 
and Germany on the other, for deliveries 
in kind and performance of service when . 
such ean be pursued with proper regard 
to each other’s interests. This may not 
possibly be the major part of the total, 
but it may be an important method. 

3. By working out plans for the de- 
velopment of any projects, especially in 
the newer and rawer countries, which 
have been designated by some as 
“eolonial projects” and by others as 
“assisted schemes,” such as opening up 
the Belgian Congo and Morocco. 

4. By permanent investment inside 
of Germany, ownership of which has 
been transferred to non-allied or former 
neutral countries for adequate considera- 
tions, available outside of Germany to 
the Allied Governments originally en- 
titled to the credits. This method would 
be effective during any lag in realiza- 
tion of these eredits, which resulted 
from inability to transfer reparations 
payments promptly through any of the 
other suggested methods. 
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LIMITED 
Established 1833. 


Total Resources— Over $1,400,000,000. 


($5=£1) 


Head Office: 15, BISHOPSGATE, LONDON, ENGLAND. 


UNION BANK OFFICE: 2, Princes Street, London, E. C. 2. 
Over 1,100 OFFICES in ENGLAND and WALES. 





The Bank offers special facilities for the conduct of the accounts 
of Colonial and Foreign Banks. 


AFFILIATED BANKS: 
COUTTS & CO. 
GRINDLAY & CO., LTD. 


ASSOCIATED BANKS: 


Bank of British West Africa, Ltd., P. & O. Banking Corporation, Ltd., Lloyds and 
National Provincial Foreign Bank, Ltd., The British Italian Banking Corporation, Ltd. 


In the final analysis, the “assisted 
schemes” method may easily prove to 
be the most important, both in amount 
and in its effect on the producers in 
their countries. This statement is on the 
assumption that reparations stand alone. 
But, inasmuch as we are the creditor 
of all the allied nations, when the inter- 
allied debts reach a general settlement, 
the whole problem will shift. Great 
Britain, France, and -Italy have to 
receive payments from Germany. Great 
Britain would have to pay the United 
States all that Germany pays her and all 
she may receive from France and Italy. 
France-and Italy having settled the basis 
for payment of their war debts, all three 
will become merely intermediaries 
between Germany and the United States, 
and on the figures it might easily be 
that over half of whatever is paid by 
Germany would be “by-passed,” or short 
circuited, between Germany and the 
United States. The problem, therefore, 
becomes over the major portion of the 
field, a German-American one. 


Germany will be a great surplus ex- 
porter of goods, as a result of her reha- 
bilitation. In this ease, the United States 
will be facing the forced exporting from 
Germany of goods for something more 
than half of the reparations annuities 
(possibly $350,000,000 a year), and the 
pressure will be either directly or in- 
directly against this country. The only 
way that other countries could continue 
to take German goods would be for 
America to continue to make investments 
and loans to those countries. To that 
extent, we have added a factor of addi- 
tional pressure for investment in other 
countries. American bankers, therefore, 
both commercial and investment, will 
have a continuing and probably increas- 


ing incentive to handle foreign loans 
and investments. The industrialists, in 
turn, will be quite as anxious that such 
loans be made, especially if done with 
proper consideration for their problems. 

Inasmuch as it is likely to prove 
that the most important method of real- 
izing on the reparation credits is through 
the medium of “assisted schemes,” we 
should begin to consider now what our 
part will be in connection with such 
projects as we shall be called upon, 
directly or indirectly, to finance. 

Let us try to picture the effect of the 
pressure of unemployment (which in 
itself means necessity for colonization) 
in the European countries, and the effect 
of the pressure to realize on repara- 
tions, if and when the normal world 
trade of Germany fails to produce an 
export surplus sufficient to pay the re- 
parations. 

Prior to the war the development of 


.hew projects in new countries had 


reached its peak, but stopped almost 
entirely at the outbreak of the war. 
What is more natural than that the 
Allied Governments, in their desire to 
realize on reparations, should call upon 
Germany to produce certain products 
usable in connection with the develop- 
ment of some colonial interest, for in- 
stanee, or suitable to some country in 
which one of the allied countries has 
a friendly interest? 

The Belgians want to develop the 
Belgian Congo; France, Moroceo and 
Madagascar; England, Australia and 
many of her other colonies. I have seen 
the outlines of several projects in the 
colonies of allied countries that are 
being worked on at the present time. 

A typical project would be the devel- 
opment by a group of industrialists in 


one of the allied countries of an under. 
taking in one of its colonies where, say 
40 per cent of the total cost of the 
project could be in the form of produets 
to come out of Germany. Of the re. 
maining 60 per cent of the total cost of 
the project, one half say, might be 
applied to the purchase of products of 
industries in the allied country pro. 
moting the project, and the remaining 
one half applied to the payment of 
labor in construction. 

The whole project would be pledged 
as security for a loan of 60 per cent of 
its total cost, and if our relation to the 
rest of the world is to be maintained, 
as it promises to be, the loan, in its 
finality, will be carried largely in the 
United States. 

If this type of project is to be con- 
sidered and finally consummated, we 
should in some way sit in from its very 
inception. Most of such projects will 
eall for the production in Germany of 
heavy tonnage products, such as rails, 
ears, locomotives, hydro-electric ma- 
chinery and the like. Further German 
producers, through this, will have their 


‘operations artifically “hot housed” and 


in the nature of things we may expect 
that, through increased mass production, 
dilution of overhead, and other econ- 
omies, they could reduce their operating 
costs for such products to a point where 
their competition in the general markets 
of the world with similar American 
products would prove a serious factor. 

It appears that we shall of necessity 
be foreed to continue to make invest- 
ments abroad, because of the favorable 
trade balance and income of foreign 
investments; with the addition of the 
results of the reparations payments and 
debt payments and it behooves our in- 
dustrialists, foreign traders and bankers 
to associate themselves together for a 
better understanding of these problems. 

We have at least five different groups 
of those interested in the questions, but 
all viewing the problem from a different 
angle, and too often to the exclusion of 
a proper consideration of the position 
of the other groups. Would it be pre 
sumptuous for me to suggest that there 
are at least five private organizations, 
representing five different elements of 
our business, that have a definite interest 
in the working results of the payment 
of reparations and the payment of 
debts? Of course, our Government also 
should be, and is interested in the 
problem. 

Would it be a bad idea to create 4 
board for the co-ordination and compil- 
ing of available information, with two 
members selected from each of the fol- 
lowing: National Foreign Trade 
Council, American Section of the Inter- 
national Chamber of Commerce, United 
States Chamber of Commerce, Americal 
Bankers Association, Investment Bank 
ers Association of America, and two of 
the Cabinet officers, preferably the 
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Secretary of Commerce and the Secret- 
ary of the Treasury? Let one from each 
of the organizations and one of the 
Secretaries be designated as the members 
of the board and the other as alternates, 
so that the alternate could be present if 
the member had to be absent. 

The organizations themselves could 
furnish the data and one of them could 
probably compile the data so furnished. 
The board could then consider the 
material thus developed. This could be 
done without setting up any particular 
machinery. No attempt at definite 
formulas, or rigid plans should be made, 
but rather, through frank discussions of 
reasonably accurate data, the various 
organizations could at least have their 
information co-ordinated and_ there 
would be a strong tendency to be 
governed accordingly. 

It appears that we shall be ander 
economie compulsion to make foreign 
loans and investments. It appears that 
the making of such loans, in the finality, 
will be of both direct and indirect ad- 
yantage to our nation’s business, if made 
with wisdom. It appears that the 
probabilities favor unparalle'ed develop- 
ments in new countries and this, in the 
finality, will be of extraordinary ad- 
vantage generally to the business of this 
country. It appears quite certain that 
in the earlier stages it is more than a 
duty for the various business elements 
of the country to operate with due con- 
sideration to the effect of their actions 
on the other elements. 


ISSUE NEW AUSTRIAN 
SILVER COIN 


Beginning July 1 the Austrian 
Government again placed silver coins in 
direulation. The silver content of the 
new schilling piece is only 64 per cent, 
a compared with 80 per cent in the 
shilling coins issued in the early part 
of 1924, which were hoarded by the 
peasants in Austria and neighboring 
countries and remained in circulation 
only a few days. The reduction in the 
silver content is believed to be sufficient 
to prevent repetition of this develop- 
ment. 

The Austrian mint has coined 12,- 
000,000 schillings, which will be issued 
at various periods. The weekly pro- 
duction thereafter will amount to 500,- 
00 sehillings, which will be continued 
until further notice. The mint has re- 
teived legal sanction to coin 65,000,000 
shillings in currency, but this amount 
imeludes a 0.5 schilling and a new 
2sehilling piece as well as gold coins 
of 25 and 100 schillings, which as yet 
have not been coined. The metal cur- 
Teney in circulation at this time, 10- 
gtosehen pieces and also the copper 
Pieces of 1 and 2 groschen, are 
mM general use and have completely 
taken the place of the former paper 
notes of 100 and 1,000 crowns. 
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MEASURING THE SUCCESS 
OF EMPLOYE OWNERSHIP 


(Continued from page 73) 
extent of minor importance, but they 
evidence an understanding of what the 
plan is intended to do, and a willing- 


ness to co-operate in making it a suc- 
cess. 


‘There is another .phase of this em- 
ploye ownership, control, or manage- 
ment (call it what you please) that is 
worth a moment’s attention, and that 
is: To what extent is it applicable to 
other institutions? Any banker who is 
concerned with the future growth of 
his organization cannot learn of some 
new angle of the business without won- 
dering how it may be shaped to his own 
uses. 
more than anything else, a man who is 
looking ahead to the “Tomorrows” of 
next year and the year beyond. So he 
wants to know whether or not this in- 
teresting plan has in it something for 
him. 


To answer the question it may be 
appropriate to refer again to Mr. Gian- 
nini, who sponsored the innovation. 
He suggests that any metropolitan in- 
stitution with a sustained record of 
earnings materially in excess of divi- 
dend requirements, can properly con- 
sider the adoption of such a plan. As 
he views the situation, there is partieu- 
lar need for some equalizing factor in 
the large cities, where bank employes 
are expected to maintain themselves on 
a plane that is likely to be more costly 
than is essential to those who are en- 
gaged in other types of work. More- 
over, he believes that the added incen- 
tive, presented by a plan such as the 
one the Bank of Italy has adopted will 
give rise to better standards of banking 
practice, with resultant benefit to the 
nation. 


For your banker of today is, . 


Slash Hungarian Interest Rates . 

In order to successfully combat the 
excessive interest rates charged by 
banks and financial institutions in 
Hungary, the management of the Hun- 
garian National Bank has been eon- 
sidering methods to bring banking in- 
terests to a semblance of restraint in 
their conduct. The official discount rate 
was reduced on March 26 last to 11 
per cent, but there are still a number 
of financial institutions charging as 
much as 40 per cent, 50 per cent, and 
even 60 per cent per annum for cer- 
tain classes of credit. The National 
Bank is bringing pressure to bear upon 
these institutions, demanding that no 
eredits be granted against weekly pay- 
ments of interest and that the rate it- 
self be correspondingly reduced. Banks 
refusing to observe these measures will 
be removed from the credit list of the 
National Bank and the credits already 
granted to them will be cancelled. 


National Bank of Greece to Open 
New York Agency 
The banking field of New York will 
have a new competitor in international 
banking, according to the Wall Street 
Journal. The National Bank of Greece is 
planning to open an agency in New 


York. Internal difficulties that at first 
arose in regard thereto have, it is un- 
derstood, been straightened out by a 
law just passed authorizing the measure. 
Representatives are expected here in 
August to arrange for organization. To 
deal direct in exchange and _ invest 
funds in this market will be the prinei- 
pal objects. The Bank of Athens already 
has a New York ageney. 

Action of the National Bank of Greece 
is unique in that it will be the first for- 
eign national bank to open an agency 
here as most of the foreign state banks 
have established fiscal relationships with 
the New York Federal Reserve Bank. 
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THE BANKERS SERVICE GUIDE 


ib Gaps handy volume now on duty in your bank is 

more than a guide for the officer in charge of 
purchasing. It is a veritable textbook of banking 
information—a valuable aid for every department 
and for every executive— 


Because it helps you to reduce costs by enforcing 
economies. 


Because it brings to your notice the latest available 
ideas designed to simplify bank management. 


Because it illustrates in numerous attractive pictures 
many of the mechanical devices that are speeding up the 
dispatch of the day’s business. 


Because it offers within the covers of a single volume 
a complete and reliable digest of all kinds of bank 
equipment and supplies. 


5 Because it enables you to systematize your purchasing. 


Because it eliminates the necessity of digging through 
countless catalogs when you want to make purchases. 


7 Because it presents in carefully indexed form hun- 
dreds of articles now being used successfully by bankers. 


Because it introduces you to every American bank 
supply house and service company of recognized integrity 
and established standing. 


Because its contents are based upon a nation-wide 
survey of the bank equipment and service field made by 
skilled investigators. 


10 Because it is the most comprehensive work of its kind 
ever offered to the American banker on the problem of 
costs, etc. 


You take no chances when you seek information or buy through 
THE GUIDE. Keep it on your desk. Use it—and encourage 
others in your bank to use it during 1925. 
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